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Policyholders in Mill Mutual 
Fire Insurance Companies are 
assured of full protection plus 
a sizeable saving at the end 


of each year. 


































































































THE MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


Millers Mutual Fire Insurance Co..............00ececeeees Harrisburg, Pa. 


Fort Worth, Texas 


Millers Mutual Fire Insurance Co................2eeee0. 
‘ 


Pennsylvania Millers Mutual Fire Ins. Co................. 


Wilkes-Barre, Pa. 


Millers Mutual Fire Insurance Association...............000000- 


Grain Dealers National Mutual Fire Ins. Co............... Indianapolis, Ind. 


Western Millers Mutual Fire Insurance Co................ 


Kansas City, Mo. 


National Retailers Mutual Insurance Co..............e0eeee005 


Lansing, Mich. 


Michigan Millers Mutual Fire Insurance Co................. 


Mill Owners Mutual Fire Insurance Co................+-- 


Des Moines, Iowa 


MILL MUTUAL FIRE PREVENTION BUREAU 


400 W. Madison St., Chicago, Ill. 


A service organization maintained by the Mill Mutuals. 













































































26 FIRSTS in one of the world’s greatest industrial areas. That’s 
the record Michigan Mutual has established in the State of 
Michigan. 


1940 marked the 26th consecutive year in which Michigan 
employers placed more Workmen’s Compensation Insurance 
with Michigan Mutual than any other Stock, Mutual or Reciprocal 
company operating in this state. Our record of 26.45% of the 
premium total in this field last year exceeds the combined 
premium of companies in 2nd, 3rd and 4th places. It is signifi- 
cant that during a peak-year more and more employers turned 
to Michigan Mutual for this vital protection. 


This year the trend to Michigan Mutual continues; indicating 
that insurance buyers are insisting on the financial security . . . 
the dividend savings...the equitable claim settlements... and 
the result-producing safety engineering service this otitis 
Company provides all Workmen’s Compensation ae) 

policyholders. ) 


MICHIGAN MUTUAL LIRBILITY COMPANY 


163 Madison Avenue, Detroit, Michigan 


Workmen’s Compensation @ Automobile ¢ Group Accident and Health @ General Casualty Lines 
Non-Assessable @ Dividend Paying @ Founded In 1912 
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LUMBER MUTUALS] 








* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


egenee 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE I 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE| = 
QGU1C€E ; 








I 
Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Interstate Mutual Insurance 
Agency Co., Mansfield, Ohio, Pittsburgh, Penna. —- Lumbermens & Manufacturers Mutuals, Inc.. 1 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha Associated Mutuals, Inc., 


Atlanta, Ga._-Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City——-The Martin 


General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 
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THIS MONTH 


E welcome again to our pages 

Professor Edwin W. Patterson of 
the school of Law, Columbia Univer- 
sity, veteran educator and in the top 
line of authors on insurance subjects. 
He discusses "Required Motor Vehi- 
cle Insurance in New York". You may 
not agree entirely with some of his 
conclusions, a privilege which we also 
reserve, but there is sound logic 
backed by able research in his article 
which will well repay careful reading e 
Dr. S. S. Huebner with characteristic 
vigor goes into a complete plan to set 
up a college of Property and Casualty 
Insurance, and we add a fervent 
"amen" e Technical men in particular 
and those interested in the welfare of 
insurance generally will get much in- 
formation of practical value from Mr. 
Rodda's timely talk on ''Fire Preven- 
tion and Protection in Defense Indus- 
tries'' e There is a glance into the 
future quoted from a recent speech 
of Alfred M. Best; also news of ap- 
proaching conventions, including the 
mutual conclave scheduled during the 
Fall in Los Angeles; and various bits 
of miscellany. 


NEXT MONTH 


HE favorable reaction to articles 

concerning national defense leads 
us to seek more manuscripts on similar 
topics. Priorities affecting auto pro- 
duction, and the rationing of gasoline, 
in relation to future accident records 
is a likely theme ¢ Other matters deal- 
ing with attention-arresting current 
events will fill our September issue — 
with a few words about competition, 
just for spice. 



















































J. P. GIBBS 


Casualty: Insurance Commissioner 


STATE OF TEXAS 


E laine appointment of commissioner Gibbs early in January of the present 
year was favorably received by all insurance interests. He has had a 
sound training in the agency field and understands insurance problems from 
many angles. His administration reflects a studious and serious-minded atti- 
tude toward the duties of this office. Appointments of Commissioner Gibbs 
on National Association of Insurance Commissioners committees include valua- 
tion of securities other than real estate and the subcommittee on real estate. 
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NY intelligent person who gives even superficial 
A attention to the doings of the high command of 

stock insurance is certain to come to the conclu- 
sion that here is a handful of executives so completely 
cynical — individually and collectively — that they just 
ought to be ashamed of themselves. 

The bland disregard for the interests of the insurance- 
buying public which this cynical attitude engenders 
might be illustrated by a dozen examples — their long 
struggle in the courts to evade repayment to the public 
of the funds involved in the odorous Missouri Com- 
promise happens to be a conveniently well-publicized 
one. Their cynicism in dealing with their own agents 
has beeen extreme — they have sent them out primed 
with childish competitive sales arguments which have 
encouraged these simple, hard-working fellows to make 
fools of themselves in public. And this cynical habit of 
thought has led stock insurance to be so downright 
mean to its mutual competitors — by resorting to sur- 
reptitious discriminatory devices, for instance, while 
publicly affecting concern for the welfare of the average 
small policyholder — that to this day the mutual carriers 
have not quite been able to write all of the desirable 
business in the fire and casualty fields. 


But this department thinks that the performance of 
which the cynical executives of the stock insurance high 
command should be most ashamed is the shabby treat- 
ment which they have accorded, Mr. Ray Murphy, assis- 
tant general manager of the Association of Casualty and 
Surety Executives, and as nice a fellow personally as 
you would ever want to meet. 


Mr. Murphy, it should be explained, is a professional 
bleeding heart, who has served long as a mouthpiece for 
stock insurance’s shrewd back-room propagandists. A 
few years ago a man could hardly drop in at his luncheon 
club for a lamb chop and some fruit salad without find- 
ing Mr, Murphy’s heart bleeding all over the place at 
the plight of the small business man; he claimed that the 
Communists, in the guise of the non-profit mutual in- 
surance companies, were attempting to undermine 
America’s business system by working for the abolition 
of the profit motive, and he beseeched one and all to 
fight off this invasion by buying their insurance from 
the companies which paid him his salary. It was pretty 
good stuff, too, with Lenin getting a terrible kicking 
around, but it sort of petered out when some spoilsport 
tipped Mr. Murphy off that Lenin was dead, rest his 
soul. The word is that Mr. Murphy felt it would not 
be sporting to continue. 


But listen to what those cynical executives did to Mr. 
Murphy just the other day. Congress has been working 
on a new tax bill; and after three months of public 
hearings, at which anyone with suggestions for raising 
additional revenue was welcomed, the House Ways and 
Means Committee got the bill into shape and the House 
of Representatives passed it. The Senate Finance Com- 
mittee held similar open hearings for a week, and then 
announced that the hearings would close in one morc 
week and the witness list would be strictly limited. The 
high command sneaked Mr. Murphy’s name onto the list 
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at the last minute, in order that there would be no wit- 
nesses to rebut him, and stated that he would speak on 
“taxation of surety and indemnity companies”. 


In due time Mr. Murphy arose before the Finance 
Committee of the United States Senate, unbuttoned his 
coat, and let his heart bleed copiously. It is putting it 
mildly to assert that amazement was the reaction of fol- 
lowers of his career who happened to be in the audience. 
For this time his heart was bleeding for the small mutual 
insurance companies! 


This department feels that the stock insurance propa- 
gandists lacked the courage to give his argument the 
publicity it so richly deserved. It reprints it, therefore, 
below. 

ee @ @ 


66 Y APPEARANCE”, Mr. Murphy stated, “is on be- 

half of the Association of Casualty and Surety 
Executives, a group of capital stock casualty insurance and 
surety companies. Perhaps the majority of witnesses appear- 
ing before this committee, not denying the necessity of rais- 
ing large sums of money by means of the 1941 Revenue Bill, 
have nevertheless contented themselves with attempting to 
demonstrate why the levy of the proposed tax upon their 
particular groups will be inequitable. Varying the procedure 
and, frankly, affected by a competitive condition, it is the 
purpose of this Association to point out a source of revenue 
which has been virtually untapped, consisting of a group 
which each year shows large incomes and yet contributes 
but a pittance to the cost of operation of the Federal govern 
ment. 

“For many years a discrimination favorable to large com- 
mercial mutual casualty, fire, and surety companies has 
existed, due in part to provisions of law and in part to inter 
pretations thereof, by reason of which capital stock casualty, 
fire, and surety companies have been required to pay the 
same rates of taxation as are applied to corporations in other 
fields of industry, whereas such large commercial mutual 
companies almost completely escape the payment of Federal 
income taxes. Such non-taxpaying commercial mutuals are 
directly competitive with the taxpaying capital stock com- 
panies. The capital stock companies are subject to the laws 
pertaining to excess profits taxes — the mutual companies, 
paying practically no income taxes, of course pay no excess 
profits taxes. 

“At a time when the efforts of the government and our 
people are directed to all-out national defense, capital stock 
companies pay taxes as prescribed by law for the support 
of these efforts, including taxes on any profits from national 
defense projects. Mutual companies pay none, yet they re- 
ceive a part, and for a time it seemed would receive all, of 
the casualty insurance and surety business incident to na- 
tionai defense contracts. 

“This presentation is directed toward that group of mutual 
casualty and surety companies which are strictly commercial 
and national in scope, and not toward the local organizations 
whose reason for existence is to provide insurance at cost to 
persons located within limited territories. | 

“During the years 1936, 1937, and 1938, the commercial 
mutual casualty insurance and surety companies of the United 
States had total investment and underwriting profits of ap- 
proximately $140,000,000 and paid a total combined Federal 
income tax of less than $25,000 per annum. An individual 
example is as follows. In the year 1938 a certain capital 
stock casualty company had earned premiums of $37,500,000; 
a certain mutual company had earned premiums of $40,200,- 
000; the stock company had an underwriting gain of $4,170,- 
000; the mutual company had an underwriting gain of $9,365, 
000; the capital stock company had an investment gain of 
$1,790,000; the mutual company had an investment gain of 
$1,768,000. On such business the capital stock company in 
1939 paid Federal income tax of $891,000; on such business 


(Continued on next page) 
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in 1939 the mutual company paid Fed- 
eral income tax of $8,245. 

“The basis of this virtual exemption 
from income tax of these mutual insur- 
ance companies is Section 207 (c) (3) 
of the Internal Revenue Code, which 
provides that such companies, in com- 
puting their taxable net incomes, shall 
be allowed to deduct from the gross: 

(1) ‘the amount of premium depos- 

its returned to their policyholders’, 

by reason of which dividends paid 
to policyholders are now deductible. 

(2) ‘the amount of premium depos- 

its retained for the payment of 

losses, expenses, and reinsurance 
reserves’, i.e. all profits which are 
added to their surpluses. In prac- 

tice, and as a consequence of a 

Treasury Department regulation 

under Section 207 (c) (3), these mu- 

tual companies are further allowed 
to deduct 

(3) their profits from investments. 

The net result is that no taxable in- 

come remains and the mutual com- 

panies are, therefore, practically ex- 
empt from the Federal Income Tax 

Law. 

“We propose that Section 207 (c)(3) be 
amended so as to put commercial mu- 
tual casualty and surety companies on 
the same basis for tax purposes as capi- 
tal stock insurance companies writing 
the same lines of business. If the prof- 
its of these mutual companies during 
each of the years 1936, 1937, and 1938 
had been taxed on the same basis as 
those of their stock company competi- 
tors, they would have contributed $5,000 
000 annually to the Treasury instead of 
the negligible amounts paid. 

“This estimate does not include the 
possible tax income from commercial 
national mutual fire insurance com- 
panies, to which the principles of this 
brief apply as well. 

“There is no equitable reason why the 
large commercial mutuals should be al- 
lowed these deductions in computing 
their taxable incomes. Dividends paid 
to policyholders come from the profits 
of these companies just as do the divi- 
dends to stockholders of stock com- 
panies. To argue that, in computing 
their incomes for tax purposes, stock 
companies should be allowed first to de- 
duct dividends paid, would be patently 
absurd. Equally is this so in the case 
of mutual company dividends. 

“The deduction of the amount of pre- 
mium deposits retained for the payment 
of losses, expenses, and reinsurance re- 
serves, as permitted by Section 207 
(c) (3) of the Internal Revenue Code, 
is a euphemism to describe deduction of 
additions to surplus. These sums repre- 
sent profits of mutual companies no less 
than do the stock companies’ additions 
to their surpluses. Short of catastrophe 
comparable to another Biblical flood 
these surpluses, which have grown by 
the millions of dollars through tax-free 
additions thereto in recent years, will in 
large part never be touched by policy 
claims. In any event these surpluses are 
sufficiently large so that there will be 
no prejudice to policyholders if additions 
thereto are taxed on a fair and equitable 
basis. It should further be borne in mind 
that these mutual companics have al- 
ready set aside in their liabilities all of 
the necessary additions to reserves for 
losses and expenses and reinsurance re- 
serves, and are allowed such additions 
as deductions in the computation of their 
net incomes. 

“The case for taxing the interest, divi- 
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On In The Insurance World 


Miscellany 

CHICAGO IS THE LARGEST JOBBING 
MILLINERY CENTER IN THE COUNTRY 
— Approximately 40 per cent more 
revenue freight is being transported 
by motor carriers than a year ago — 
According to Life Insurance Sales 
Research Bureau 28 per cent of bank 
savings accounts average ten years 
— The population density of Alaska 
is only one-eighth of a person per 
square mile — According to a study 
made by the American Institute of 
Actuaries tall men on the average 
buy larger life insurance policies than 
short men — Homing pigeons used 
by the United States Army live about 
eight or nine years — The United 
States Department of Commerce 
states that the average length of life 
of white persons in this country is 
now 62.5 years, an increase of 3.3 
years over the previous decade — 
War Department reports that about 
50 per cent of all pilot candidates 
normally fail to complete the Army’s 
training course successfully — Since 
its establishment in 1933 the Civilian 
Conservation Corps has constructed 
44,000 bridges and 119,000 miles of 


truck trails and minor roads. 








dends, and rents derived from invest- 
ments made by these large commercial 
mutual companies is such an obvious 
one as to need no laboring. It is ques- 
tionable whether the Congress ever in- 
tended that these profits be exempted 
from tax, but if not by Regulation of 
the Treasury Department this result is 
achieved. Amendment of Section 207 
(c) (3) as suggested would eliminate 
the present exemption. 

“In making the suegestion 
Internal Revenue Code be amended as 
above this Association, as heretofore 
indicated, has not been unmindful of the 
fact that, as distinct from the large 
commercial mutuals, there are a vast 
number of small, genuinely ‘mutual’ and 
‘hon-profit’ insurance companies, serv- 
ing their policyholders at cost, for which 
the Congress has provided special con- 
sideration in the matter of Federal in- 
come tax. The larger number of these 
companies are already completely ex- 
empted from income tax by Subdivision 
(11) of Section 101 of the Internal 
Revenue Code. Further to insure that 
no mutual, whose principal objective is 
to sell insurance at cost but which, in- 
cidental to its operations during a par- 
ticular year, may show some profit, shall 
be subject to this tax, this Association 

(Continued on page 25) 
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Registration Completed for 


Institute of Fire Insurance 

INTEREST IN INTENSIVE STUDY OF 
PROPERTY INSURANCE FUNDAMEN- 
tals has been revealed as widespread 
in the southeastern states by the reg- 
istrations for the Second Annual In- 
stitute of Fire Insurance, according 
to J. M. Eaton, assistant general 
manager of the American Mutual 
Alliance and the Institute’s director. 
The Institute, which is sponsored by 
the American Mutual Alliance, will 
be held on Sept. 8-10 at the Hotel 
Charlotte, Charlotte, N. C. 

A limit of 300 was this year placed 
upon registrations, and this mark was 
reached a fortnight in advance of the 
Institute’s opening. 

The program of the Institute will 
consist of nine lectures — covering 
the fire insurance contract, fire insur- 
ance rating, forms attached to the 
policy, provisional insurance and ad- 
justment, use and occupancy, the 
automobile liability coverages, the 
automobile property coverages, sales 
methods, and agency organization and 
management. Four of the lecturers 
will be distinguished insurance educa- 
tors from the faculties of major 
American universities. 

A comprehensive examination 
which must be taken by those regis- 
tering for the Institute will be held 
upon the final day. The lectures will 
be made widely available in printed 
form by the American Mutual Alli- 
ance as soon after the Institute’s clos- 
ing as possible. 


Train Heads U. S. henber’ 


Insurance Committee 

\LBERT W. HAWKES, PRESIDENT OF 
THE CHAMBER OF COMMERCE OF THE 
United States has announced the per- 
sonnel of this year’s insurance com- 
mittee. It follows: 

John L. Train, chairman, president, 
Utica, Mutual Ins. Co., Utica, N. Y. 

Herman A. Behrens, chairman of 
board, Continental Casualty, Chicago. 

Esmond Ewing, vice president, 


Travelers Fire Ins. Co., Hartford. 
Chester O. Fischer, vice president, 

Massachusetts Mutual Life Insurance 

Company, Springfield, Mass. 
Edmund Fitzgerald, vice president, 














The: Northwestern Mutual Life In- 
surance Company, Milwaukee. 

Carl N. Jacobs, president, Hard- 
ware Mutual Casualty Company, 
Stevens Point, Wis. 

Leroy A. Lincoln, president, Met- 
ropolitan Life Insurance Company, 
New York City. 

Paul Rutherford, president, Hart- 
ford Accident and Indemnity Com- 
pany, Hartford. 

John M. Thomas, president, Na- 
tional Union Fire Insurance Com- 
pany, Pittsburgh. 

J. H. R. Timanus, secretary, Phila- 
delphia Contributionship for the In- 
surance of Houses from Loss by Fire, 
Philadelphia. 

William D. Winter, president, At- 
lantic Mutual Insurance Company, 
New York City. 

Other names are in the process of 
being added to the committee list. 

Insurance for many years has been 
given an important place in the gen- 
eral work of the Chamber. Since the 
underlying membership of the Cham- 
ber consists predominantly of buyers 
of insurance, the insurance program 
is built fundamentally upon the prin- 
ciple of the policyholders’ interest. 

Through its underlying member- 
ship of 700,000 corporations, firms 
and individuals, the Chamber is in a 
position to enlist the cooperation of 
a large and important group of pol- 
icyholders in a program designed to 
improve the service of the institution 
of insurance in all its branches. 

Insurance, Mr. Hawkes points out 
in his announcement, has a definite 
place in the defense program. For 
that reason, the Chamber, in its in- 
surance activities, will center on con- 
servation in the field of fire preven- 
tion and health conservation, 

Fire prevention efforts are now 
carried on by nearly 600 local cham- 
bers of commerce enrolled in the 
National Fire Waste Contest, con- 
ducted by the National Chamber. Mr. 

Hawkes calls renewed attention to the 
urgent importance of safeguarding 
communities and industrial plants 
against fire while the national de- 
fense program is under way. Plans 
are now being made for an extensive 
national program for this year’s Fire 
Prevention Week in October. 

During the year health conserva- 
tion will be given close attention. The 
schedule for grading communities in 
the city and rural health contests car- 
ried on by the Chamber in coopera- 
tion with the American Public Health 
Association, has been greatly ex- 
tended in the light of experience 
gained through previous contests. 
This program, the Chamber believes, 

should materially improve health con- 
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ditions in all participating communi- 
ties throughout the country. 

Other activities projected for the 
coming year include a survey of spe- 
cial state insurance taxes, and licenses 
and fees collected in the states. Busi- 
ness men will be urged to oppose 
legislative proposals in the insurance 
field which might be detrimental to 
their interest as policyholders. 

In addition to its broad program 
of activities on insurance legislation, 
conservation and insurance education, 
the Insurance Department will serve 
as a clearing house of information on 
measures pending in Congress affect- 
ing insurance. It also will maintain 
contact with government departments 
and agencies that may have relation 
to insurance. 

ee @ @ 


Pink Finds Policyholder’s 
Interest Not Affected by 
RFC Loan to British 


RIGHTS OF POLICYHOLDERS ARE NOT 
IMPAIRED OR ADVERSELY AFFECTED 
by the loan agreement recently an- 
nounced between the British Govern- 
ment and the Reconstruction Finance 
Corporation, Superintendent Louis 
H. Pink of the New York Insurance 
Department recently announced. Su- 
perintendent Pink’s statement which 
is based on a study made by the New 
York Department follows in full: 

“The collateral security for the loan 
consists of American stocks and bonds 
which are owned by the British Gov- 
ernment, of shares of British-owned in- 
dustrial companies doing business in the 
United States, and shares of British- 
owned American fire, marine and casu- 
alty insurance companies. 

“In the case of the United States in- 
surance companies which are British- 
owned there will be paid over to the 
Federal Reserve Bank in New York for 
account of the RFC such dividends as 
the respective companies’ boards of di- 
rectors may from time to time declare in 
the normal course of business. 

“The owners of these insurance shares 
having loaned them to the British Gov- 
ernment for use as collateral will, it is 
understood, simultaneously receive from 
the British Government the sterling 
equivalent of the dollars paid over to 
the Federal Reserve Bank. 

“In addition the United States 
branches of the British insurance com- 
panies will turn over to the Federal 
Reserve Bank such interest and other 
earnings as the Superintendent of In- 
surance may permit to be disbursed in 
the customary way after he has satisfied 
himself that the policyholders of the 
branches are fully protected. The Brit- 
ish Government, the Department is in- 
formed, will simultaneously pay to the 
home offices of these insurance com- 
panies the sterling equivalent of these 
disbursements. 

“The agreement in no way disturbs 
the present managements of the com- 
panies or branches or the existing 


procedure of examination and audit by 
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the insurance departments of the various 
states in which they operate. 

“The Federal Reserve Bank of New 
York will act as custodian and whatever 
portions of these securities have not 
been returned previously, as a result of 
periodic reductions in the notes, will 
be released upon payment in full of the 
principal, interest and any expenses that 
may have been incurred. 

“All questions pertaining to the ex- 
ecution, interpretation and carrying out 
of the agreement will be determined in 
accordance with the laws of the State of 
New York. Although the agreement is 
dated July 21, 1941, it will not become 
effective until certain details have been 
disposed of, including the passage of 
enabling legislation by Great Britain.” 


Neslen to Retain Utah 
Commissionership 


INTERESTING RUMOR IAS IT THAT 
THE POPULAR AND EFFICIENT CLAR- 
ence C. Neslen, now a Major in an 
Army training camp at San Luis 
Obispo, California, acting as Chap- 
lain, will be retained in his position 
as Commissioner of Insurance in 
Utah. It is said he will be given a 
leave of absence “for the duration”. 
His work has been ably taken care 
of by Deputy Commissioner C, N. 
Ottosen, who is at present in charge 
of the Department. The insurance 
fraternity is highly pleased that this 
arrangement has been worked out. 

a * * 


American Bar Association 
Prepares for Annual Meet 


INSURANCE LAWYERS WHO ATTEND 
THE 64TH ANNUAL MEETING OF THE 
American Bar Association at India- 
napolis Sept. 29-Oct. 3 expect to be 
greeted by an exceptionally full pro- 
gram when the Section on Insurance 
Law comes together. To date the 
complete list of speakers, however, 
has not been announced. 

The Insurance section will have 
two general sessions, which will be 
devoted largely to the reports of com- 
mittees. The most interesting sessions 
are expected to be the round-table 
gatherings at which the special prob- 
lems of the various types of insurers 
will be discussed. There will be ten 
of these round-table meetings, under 
the following chairmen: 

Automobile Insurance Law — 
Royce G. Rowe, Chicago. 


Fire Insurance Law — Thomas 
Watters, Jr., New York. 
Aviation Insurance Law — W. R. 


McKelvy, Seattle. 

Health and Accident Insurance 
Law—Oliver H. Miller, Des Moines. 

Insurance Practice and Procedure 
— Eugene Quay, Chicago. 

Fidelity and Surety Insurance Law 





&—August, 1941 


— Henry W. Nichols, New York. 

Casualty Insurance Law — Hugh 
D. Combs, Baltimore. 

Marine and Inland Marine Insur- 
ance Law — Robert E. Hall, Hart- 
ford. 

Life Insurance Law — Ralph H. 
Kastner, Chicago. 

Workmen’s Compensation and Em- 
ployers Liability Insurance Law — 
Thomas N. Lartlett, Baltimore. 

* oe * 


Ackerman to Head School 
of Business in Connecticut 


LAURENCE J. ACKERMAN, 
CIATE PROFESSOR OF INSURANCE AT 
the University of Newark and active 
in many New England insurance cir- 
cles, has been appointed Dean of the 
School of Business of the University 
of Connecticut. He is to develop the 
details of a course of study in this 
new division of the University and 
will begin his work at Storrs, Con- 
necticut, early in September. 

Professor Ackerman is among the 
best known of the graduates of the 
Wharton School of the University of 
Pennsylvania and is highly regarded 
as an educator. He has a thorough 
knowledge of the practical side of 
insurance, especially in the life field, 
and for several years has been edu- 
cational director of the New Jersey 
Association of Insurance Agents and 
the Life Underwriters Association of 
Northern New Jersey. He may be 
expected to have much success in his 
new position, 

° * *® 


Lititz Mutual Has New 
Office Building 


ANNOUNCEMENT COMES LATE 
FOR EXPANSION IN THIS ISSUE OF 
the dedication of a new home office 
building of the Lititz Mutual Insur- 
ance Company in the town of Lititz, 
Pennsylvania. This fine old mutual 
deserves especial mention and we plan 
to run some details of its history and 
a picture of the new building in our 
next issue. 


ASSO- 


TOO 


+ a * 
Logan Resigns as Attorney 
for Nebraska Department 


JOHN S,. LOGAN, WHO FOR THE 
PAST SIX YEARS HAS SERVED AS AT- 
torney for the Nebraska Insurance 
Department, has announced his resig- 
nation. Cecil C. Fraizer, director of 
the department, states, however, that 
the resignation will not be accepted 
until such time as matters of im- 
portance now pending have been 
cleared up. 

According to Mr. Fraizer it seems 
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unlikely that a successor to Mr. 
Logan will be appointed as both he 
and his assistant, Frank Landis, are 
attorneys, a_ situation which has 
heretofore never existed in the de- 
partment. 

= * * 


A.M.A. Selects Cleveland 
for December Meeting 


ANNOUNCEMENT HAS BEEN MADE 
THAT THE MID-WINTER CONFERENCE 
of the Insurance Section of the Amer- 
ican Management Association will 
be held at the Statler Hotel in Cleve- 
land, December 9-10. 

A meeting of the Executive Board 
of the Insurance Section will be called 
early in September by Chairman Reg- 
inald Fleming of the Commonwealth 
and Southern Corporation, New 
York City, to formulate plans for 
the conference. 

os fo & 


Von Thaden Joins Excess 
Insurance Company 


ARTHUR S. VON THADEN, FORMER 
MANAGER OF THE INSURANCE DEPART- 
ment of the Chamber of Commerce 
of the United States, on August 1 
joined the Excess Insurance Com- 
pany of America, New York City, as 
assistant to the president. Frank F. 
Winans was recently elected presi- 
dent of this company. 

Mr. von Thaden had been a mem- 
ber of the Chamber staff since 1926. 


salient 4 





ARTHUR S. VON THADEN 


Prior to his affiliation with the Cham- 
ber, he was statistician for the Com- 
mercial Casualty Company of 
Newark, and before that, assistant 
statistician for the Fidelity & Casualty 
Company of New York City. He 
studied at New York University and 
Lafayette College, and obtained his 
LL.B. from the Washington College 
of Law. He is a member of the Dis- 
trict of Columbia Bar. 
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New Angle on Term Fire 
Policies in Ohio Opinion 


THE AUTHORITY OF A BOARD OF 
COUNTY COMMISSIONERS TO ENTER 
into a contract of fire insurance for 
a period of five years and to pay the 
premiums thereon annually, was up- 
held by Attorney General Thomas J. 
Herbert of Ohio in an opinion re- 
cently handed down to the Bureau 
of Inspection and Supervision of 
Public Offices of Columbus, Ohio. 

After first establishing the fact that 
a board of county commissioners in 
Ohio does have authority under the 
law to insure county buildings and 
property against loss or damage by 
fire, the opinion continues: 

“The other question raised by your 
communication and enclosures is 
whether the plan outlined therein is a 
proper exercise by the county commis- 
sioners of the power they possess. In 
other words, are the county commission- 
ers authorized to effect fire insurance in 
the manner outlined? 

“A reading of the enclosures discloses 
the following: The premium on insur- 
ance policies insuring property and 
buildings of Champaign County against 
loss or damage by fire in the amounts 
desired for a term of one year is 
$2,563.57. If the proposal outlined is 
adopted, the total cost of the same for 
a five-year period will amount to 
$11,119.49. The proposed plan briefly 
is that a policy for a term of five years 
be issued and upon the issuance thereof 
or within a short time thereafter the 
county commissioners pay on account 
thereof the sum of $2,563.57, which is 
equal in amount to the premium charged 
on a policy for the term of one year 
only. At the end of the first year, the 
commissioners may or may not con- 
tinue the policy in force for another 
year. If they desire to continue the 
policy in force, in order so to do they 
must pay to The First Bancredit Cor- 
poration the sum of $2,138.98. Likewise, 
at the end of the third and fourth years, 
respectively, if the county commission- 
ers desire to maintain the policy in 
force during the years next respectively 
ensuing thereafter, payments in the same 
amount must be made to The First 
Bancredit Corporation. 

“T have been informed by The First 
Bancredit Corporation that the premium 
for the five-year term policy would 
amount to $10,254.29. If the proposed 
plan is adopted, the total cost to the 
county is $11,119.49. This difference in 
the two amounts represents the charge 
made by The First Bancredit Corpora- 
tion for its services. However, the plan 
does result in a saving of $1,698.36 to 
the county in a period of five years and 
it would seem that principles of sound 
economy would indicate its adoption un- 
less forbidden by some statute. 
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deaths in the first half of 1941. Other 
states to show decreases were Wyom- 
ing 22 per cent; Idaho 13 per cent; New 
Hampshire 11 per cent; Minnesota 5 
per cent; Oregon 4 per cent; Rhode 
Island 3 per cent; Louisiana 2 per cent; 
Nebraska 2 per cent.” 


L. M. C. Announces Winner 
of Nation-Wide Contest 


MRS. BESSIE R. ALSTON, A WIDOWED 
SALT LAKE CITY SCHOOL TEACHER, 
was awarded first prize of a five hun- 
dred dollar United States Defense 
Saving Bond for the best letter in 
a nation-wide contest sponsored by 
the Lumbermens Mutual Casualty 
Company on the subject: “How old 
should boys and girls be before be- 
ing permitted to drive the family 
car?” 

Driving maturity, Mrs. Alston 
wrote, is made up of five special 
qualities: intelligent thinking; sane 
judgment, emotional control; unfail- 
ing courtesy and a high degree of 
good citizenship. 

She suggested, as a means of dras- 
tically reducing the appalling number 
of youthful automobile accidents each 
year, “an educational program so 
vivid and convincing that the public 
would wholeheartedly support it”. 


Tips for Drivers and 


Pedestrians 


SUCH GOOD COMMONSENSE ADVICE 
IS CONTAINED IN THE ARTICLE “THE 
Judge Looks at the Pedestrian”, by 
Anthony F, Burke, city magistrate, 
New York Court, that we feel im- 
pelled to reproduce highlight para- 
graphs for the benefit of our readers. 

The article in full appears in the 
July, 1941, issue of “Safety”, a 
monthly published by the Greater 
New York Safety Council. 

_From my experience in auto homi- 
cide cases, I find that the pedestrian 
came in contact with the automobile 
either in the middle of the roadway 
or within ten or fifteen feet from the 
curb sought to be reached. While the 
motorist will assert many reasons to 
disentangle himself from negligence and 
assert the pedestrian came from behind 
a parked car, yet the probabilities of the 
circumstances are against him, and the 
physical facts speak louder than words. 
The motorist must be taught to drive 
slowly in congested areas, and even 
though a pedestrian is crossing against 
the lights, he has no right to run him 
down. The average motorist who ap- 
pears before me appears to be honestly 
of the belief that if the light is in his 
favor he can go as fast as he wishes 
and not care for anyone, and if a pedes- 
trian is in his path, it is only neces- 
sary for the motorist to blow his horn. 
Briefly, the motorist thinks a complete 
defense is that the light was in his 
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favor and that he blew his horn. You 
know and I know that this is not the 
law and it is about time that we taught 
the motorist so. 

Our typical accident last year involved 
a private passenger car driven by the 
Owner or some member of his family. 
The average private owner driver be- 
haves nicely and acts considerately up 
to the minute he gets his hands on the 
wheel, then he suddenly becomes trans- 
formed into what seems to me a bad 
mannered and irresponsible human in- 
dividual. He yells at people who have 
just as much right on the road as he. 
He disregards white lines and signs put 
there for the safety of all. He seems to 
be imbued with the spirit of impatience 
and selfishness. He displays no brotherly 
love because brotherly love disappears 
when selfishness and impatience enter. 
Not content with displaying that reck- 
lessness and bad manners in driving, he 
frequently abuses and insults the police 
officers who stop him. In this phase of 
mentality he belives the police officer 
is an outlaw; that all traffic lights and 
signs are illegal, and he cannot be 
annoyed by either the police officer or 
the traffic signals. He further carries 
this impatience into the courtroom and 
demands that his case be disposed of at 
once. 

In my opinion, the time is not yet 
ripe for the application of pedestrian 
enforcement. We still have a monumen- 
tal task in educating the pleasure car 
owner driver and the members of his 
family before we attempt to enforce by 
law restrictions upon the pedestrian. 
But we can immediately set forth on a 
campaign of education to teach the 
pedestrian to cross only when the lights 
are in his favor and to stand on the 
sidewalk and not in the roadway while 
waiting for the lights to turn; but al- 
ways bearing in mind that the pedes- 
trian’s right of way should in no way 
be unreasonably restricted when the 
light is in his favor. 
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The private owner and members of 
his family must be educated, and I 
would be in favor of adopting a socio- 
logical view in dealing with them in 
court. To this end I would recommend 
that in all cases of speeding, passing 
signal lights, turning corners at an ex- 
cessive rate of speed, that sentence be 
postponed for a period of three months 
for the purpose of having the accused 
individuals attend lectures on safe driv- 
ing every week during that period; and 
that sentence then be determined by 
their punctuality in attendance and the 
aptitude displayed in absorbing the in- 
struction. I am sure that there are 
enough public spirited individuals in- 
terested in this work and familiar with 
this subject, who will readily volunteer 
their services one night a week now and 
again. I am equally certain that the 
school authorities would gladly arrange 
for the free use of high school audi- 
toriums. In this manner an educational 
campaign can be conducted without 
much expense. 


Annual Reports of Two 
Mutuals Win Recognition 


THE ANNUAL REPORTS OF THE LIB- 
ERTY MUTUAL INSURANCE COMPANY 
of Boston, Massachusetts, and the 
Lumbermens Mutual Casualty Com- 
pany of Chicago, Illinois, were se- 
lected among the ten best in the 
country by Ralph Gates, public rela- 
tions consultant of New York City 
who, for the second year, has an- 
nounced his choice of outstanding re- 
ports in the United States. 

The reports of more than 300 com- 
panies, which submitted reports for 
judging, were studied in choosing the 
ten best annual reports for 1940. 











The new sound car pictured above, attractively finished in blue and cream, and 
equipped with the latest types of stationary and portable public address systems, was 
recently presented to the Detroit Police Department by Walter E. Otto, president of 
the Michigan Mutual Liability Company. It has been customary for the Michigan 
Mutual to provide and maintain a safety education car for many years. The direction 
of the safety automobile will be entirely in the hands of the Police Department, whose 
Bureau of Public Safety is charged with assigning it to the various localities in which 
traffic conditions warrant its use. In the photograph, Walter E. Otto is shown pre- 
senting the new safety education car to Inspector Fred W. Jurgens of the Detroit 
Police Department. James A. Purdy, company safety director, and Sergeant W. C. 
Raines, also participated in the presentation. 
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Mrs. F. J. Martin, Widow 
of Northwestern Founder, 
Dies 

MRS. F. J. MARTIN, WIDOW OF 
FRANK JOSEPH MARTIN, FOUNDER OF 
the Northwestern Mutual lire Asso- 
ciation, died August 13 at her home 
in Hunts Point, Washington, after 
a long illness. 

Mrs. Martin, who was born in 
McMinnville, Oregon, on August 28, 
1860, was well known for her musi- 
cal and poetical ability and her many 
charities. 

Surviving her are two daughters, 
Mrs. F. L. Delkin of Hunts Point, 
and Mrs. T. C. Howay of Seattle, 
and two sons, Hubert H. Martin of 


San Diego, and Alvord Lb. Martin 
of Yarrow Voint; also a_ sister, 


Mrs. Julia Ramsey of McMinnville, 
()regon., 
ee @ ® 


Mutuals Pioneer Voluntary 
Compliance With Wage Act 


WHEN THE AMERICAN MUTUAL 
ALLIANCE ANNOUNCED ON JULY 31 
that more than one hundred of the 
nation’s major mutual fire and cas- 
ualty insurance companies were in- 
itiating, as of Aug. 1, programs of 
voluntary compliance with the terms 
of the Federal Wages and Hours Act, 
it took rank as the first group of in- 
urance to make such a move. The 
outlook now is for such voluntary 
compliance programs to become gen- 
eral among insurance companies, ac 
cording to a recent announcement by 
\dministrator Philip B. Fleming, of 
the Wages and Hours Division of 
the United States Department of 
lLabor. 

The announcement by the Ameri- 
can Mutual Alliance had occasioned 
considerable conjecture as to whether 
other insurance company groups 
would follow the precedent by 
executing similar agreements, or 
whether they would continue to rely 
upon the legal argument that the 
lederal Wages and Hours Act does 
not apply to the insurance business. 

In agreeing voluntarily to conduct 
their operations as though they were 
under the Act the group of mutual 
fire and casualty companies covered 
by the American Mutual Alliance an- 
nouncement made it plain that they 
will continue to maintain the legal 
position common to insurance or- 
ganizations — that the law does not 


apply to insurance, because insurance 
companies are not engaged in com- 
merce. The voluntary action on the 
part of the mutual carriers was held 
to be in line with their long-estab- 
lished policy of cooperation in every 
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possible way with state and Federal 
authorities in matters pertaining to 
regulation, and in all other fields 
which are regarded by constituted 
authority as being in the public 
interest. 

Listed as cooperating with United 
States Department of Labor officials 
in the effort to secure insurance com- 
pliance with the Wages and Hours 
Act are the Association of Life In- 
surance Presidents, the American 
Life Convention, the Association of 
Casualty and Surety Executives, the 
Life Office Management Association, 
the Life Insurance Sales Research 
Bureau, the National Association of 
Mutual Insurance Companies, and 
the National Board of Fire Under- 
writers. No information has been 
made available as to when companies 
members of these associations will 
file voluntary compliance agreements. 

* 


Henry P. Magill Dies 


HENRY P. MAGILL, RETIRED PRESI- 
DENT AND FOUNDER OF THE NA- 
tional Mutual Church Insurance 


Company of Chicago, Illinois, died 
at his home in Danville, Kentucky, 
on August 20 at the age of 84. 

Mr. Magill, a former banker, was 
exceedingly active in mutual insur- 
ance circles and in addition to his 
Mutual Church affiliation, was at one 
time chairman of the board of the 
Mutual Reinsurance Bureau. 

* * * 


Mutuals Organize Reinsurance 


Carrier 

PLANS TO COMPLETE ORGANIZATION 
OF AN AMERICAN COMPANY WHICH 
would make available to the mutual 
insurance companies of the United 
States extensive conflagration and 
catastrophe reinsurance facilities 
were advanced to the final stage when 
the Securities and Exchange Com- 
mission notified the recently-organ- 
ized American Mutual Reinsurance 
Company, Chicago, that its registra- 
tion of an issue of $5,000,000 in 3% 
debentures is effective as of Aug. 20. 
lor many years American insurance 
companies have leaned heavily upon 
the reinsurance markets of Europe 
for reinsurance contracts which would 
reimburse them in part should they 
sustain huge losses in a major dis- 
aster. 

The issue is to be offered at once 
to all advance-premium mutual fire 
insurance companies of the United 
States, and no subscriptions will be 
accepted from outside the mutual in- 
surance field. The company will begin 
operations as soon as the first $1,000- 
000 from the issue of debentures has 
been deposited, and a certificate of 





authority has been secured from the 
Illinois Department of Insurance. 

The company was incorporated in 
Illinois on June 20 at the direction 
of the Federation of Mutual lire In- 
surance Companies, a constituent as- 
sociation of the American Mutual 
Alliance whose members write ap- 
proximately 50% of all property in- 
surance written in the United States 
by mutual carriers. The American 
Mutual Reinsurance Company’s fa- 
cilities for reinsurance — excess, con- 
flagration, and catastrophe — will be 
available to all United States mutual 
companies with which satisfactory 
contracts can be negotiated. 

Officers of the corporation are of 
wide insurance experience. President 
is O. Edward Ringquist, executive 
vice-president of the United Mutual 
Fire Insurance Company, Boston, 
Mass. Vice-presidents are L.. G. Pur- 
mort, president of the Central Manu- 
facturers Mutual Insurance Com- 
pany, Van Wert, O., and J. J. Beall, 
executive vice-president of the North- 
western Mutual Fire Association, 
Seattle, Wash. Secretary-treasurer is 
Ambrose B. Kelly, of the American 
Mutual Alliance, Chicago. Offices of 
the company will be at 919 North 
Michigan Avenue, Chicago. Selection 
of operating personnel will be an- 
nounced shortly. 

Proceeds of the $5,000,000 deben- 
ture issue, after the deduction of or- 
ganization expense, will be set up as 
a guaranty fund; they will be issued 
under a trust indenture, with the 
First National Bank of Chicago as 
trustee. 

Holders of the debentures, as such, 
will have no voice in the management 
of the company. When final organiza- 
tion has been completed, however, 
each mutual insurance company 
which has subscribed for debentures 
is expected to become a policyholder- 
member of the American Mutual 
Reinsurance Company, and will have 
one vote for each of the company’s 
policies which it holds. A meeting 
of the members then will be called, 
and permanent officials chosen in 
whom management of the company 
will be vested. 

Policies of the American Mutual 
Reinsurance Company will be non- 
assessable and participating. Authori- 
zation is expected to write insurance 
and reinsurance business of the kinds 
enumerated in Class 3 of Section 4 of 
the Illinois Insurance Code — fire, 
elements, war, riot, explosion, marine, 
transportation, vehicle, property dam- 
age, sprinkler leakage, crop insurance, 
other fire and marine risks, and con- 
tingent losses from the enumerated 
causes. 
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NEWS :--> 


1941 Banner Year for 
Highway Safety Legislation 

DESPITE OFFICIAL PREOCCUPATION 
WITH PROBLEMS OF NATIONAL DE- 
fense, 1941 was a banner year for 
highway safety legislation throughout 
the country, the National Safety 
Council recently reported. 

With only a handful of the 43 
state legislatures which met this year 
still in session, a survey by the Coun- 
cil showed the following develop- 
ments : 

1. Seven states strengthened their 
drivers’ license laws: Florida, Nevada 
(enactment of standard measure), 
New York, Ohio, Texas, Utah and 
Wisconsin. 

2. Three states passed Act V of 
the Uniform Vehicle Code (regula- 
tion of traffic on the highways): 
Florida, Ohio and Utah. The Ohio 
measure did not contain the accident 
reporting requirements contained in 
the standard law. 

3. Four states made major changes 
in accident reporting: Delaware, 
Maryland, Minnesota and New York. 

4. Six states increased their high- 
way patrols. Increases in number of 
men: California, 40; Florida, 70; 
Ohio, 100; Oklahoma, 30; Texas, 
200, and Wyoming, 5. 

5. Safety commissions were cre- 


ated in two states: Maryland and 
Michigan. I'unds were made avail- 


able for the New York Traffic Safety 
Commission, 

6. Three states recognized drunken 
driving tests: New York, Oregon 
(Portland only) and Texas. 

7. Two states reduced first offense 
drunken driving from a felony to a 
misdemeanor in an effort to obtain 
more convictions: Oklahoma and 
Texas. 

8. In addition to speed provisions 
of the traffic regulatory measures 
(Act V of the Uniform Vehicle 
Code), four states enacted new speed 
legislation: Delaware, New Mexico, 
Oregon and South Dakota. 

9. One state created a new motor 
vehicle department: North Carolina. 
Indiana and Colorado moved motor 
vehicle administration to other de- 
partments, 

10. Three states moved the admin- 
istration of highway patrol: Illinois, 
to the department of public safety ; 
Nebraska, to the direction of the su- 
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perintendent of safety, and Nevada, 
to the public service commission. 

Summarizing one of the most im- 
portant years in the history of traffic 
safety legislation, the Council pointed 
out that approximately two-thirds of 
the states now have standard driv- 
ers’ license laws and only three — 
Louisiana, South Dakota and W yom- 
ing — have none at all. 

Thirty-eight states now have 
adopted Act V of the Uniform Ve- 
hicle Code, and the laws of approxi- 
mately 35 states now conform basi- 
cally to national standards for acci- 
dent reporting legislation. 


Change Underwriting Rules 
as Defense Aid 


A JOINT ANNOUNCEMENT WAS RE- 
CENTLY MADE BY THE AMERICAN MU- 
tual Alliance, the Mutual Casualty 
Insurance Rating Bureau and the 
National Bureau of Casualty & Sure- 
ty Underwriters, representing eighty- 
two mutual and stock casualty com- 
panies which write a preponderance 
of the automobile liability insurance 
in the United States, that their mem- 
ber companies in order to facilitate 
the government's share your car cam- 
paign as a National defense measure 
to reduce the private consumption of 
gasoline, have voluntarily modified 
their underwriting rules so that the 
owners of private automobiles may 
now carry passengers for a charge 
without increasing their insurance 
premium or voiding the policy con- 
tract. 

The decision of the companies to 
cooperate with the government in its 
national defense efforts to the fullest 
extent of their authority resulted 
from conferences with Secretary of 
the Interior, Harold L. Ickes, petro- 
leum coordinator for national de- 
fense, and his aides in the petroleum 
conservation division. 

Secretary Ickes was formally ad- 
vised of the action of the insurance 
companies eaily in August when 
Howard M. Starling, manager of the 
Washington Office of the National 
Bureau of Casualty & Surety Under- 
writers, personally delivered the fol- 
lowing letter, signed by William 
Leslie, general manager of the Na- 
tional Bureau; A. V. Gruhn, General 
Manager, American Mutual Alliance, 
and F. A. Fleming, general manager, 


Mutual Casualty Insurance Rating 
Bureau: 
In their desire to cooperate to the 


fullest possible extent in the effort, in 
the interest of National defense, to bring 
about a voluntary reduction in the use 
of petroleum products, the stock and 
mutual casualty insurance companies 
named in the attached list have through 
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their respective organizations decided to 
amend their underwriting rules and 
thereby remove a possible deterrent to 
the use of one private passenger auto 
mobile by several persons traveling to 
or from a common destination for 
example, fellow employees. 

Accordingly, the following 
have been adopted: 

The manual exclusion which now 
appears in the policy as: 

“This policy does not apply * * * 
while the automobile is used as a pub- 
lic or livery conveyance, or for carrying 
of persons for a charge, unless such use 
is specifically declared and described 
in this policy and premium charged 
therefor” is amended by the deletion of 
the words “or for carrying of persons 
for a charge”. 

2. The manual reules requiring an ad- 
ditional premium of ten per cent where 
a private passenger automobile is used 
for the carrying of persons for a charge 
are suspended. 

The printing of revised policy forms 
and the necessary filing with state au- 
thorities will be carried out as expe- 
ditiously as possible. In the meantime, 
the companies named have agreed to 
construe their outstanding policies and 
all policies hereafter issued insuring 
private passenger automobiles as afford- 
ing insurance on the basis of the above 
changes on and after August 7, 1941, 
except in the State of Washington where 
the effective date is August 13, 1941, 
and except in the States of Texas and 
Massachusetts, where those changes are 
now receiving the consideration of the 
respective state authorities. 


1941 Traffic Toll up 17 
Per Cent 


THE TRAFFIC TOLL IN THE UNITED 
STATES FOR THE FIRST SIX MONTHS 
of 1941 was 16,810, according to an 
announcement by the National Safety 
Council. This was 2,390 more than 
the total of 14,420 for the same period 


as, 


changes 


last year — an increase of 17 per 
cent. 
Unless this trend is checked, the 


National Safety Council points out, 
the 1941 traffic toll will shoot past 
40,000 for an all-time high. [Last 
year it was 34,500. The last half of 
the year invariably brings the heav- 
iest toll. 

Commenting on the increasing 
number of deaths caused by automo- 
bile accidents the National Safety 
Council states in part: 

“The mounting traffic toll cannot be 
explained entirely by increased travel, 
for travel went up only 12 per cent. 
Consequently, the mileage death rate 
was 5 per cent higher than for the same 
period last year. 

“The traffic toll continued to soar in 
June — the cleventh straight month to 
show an increase. The June death total 
was 3,050 — 16 per cent above the 2,630 
total for June last year. 

“Only 8 of 41 reporting states had 
smaller death totals in June this year 


than last. Five had the same number 
both years. 
“North Dakota, with a drop of 28 


per cent, led the states which had fewer 
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“Under the proposed plan, the com- 
missioners are not bound to continue 
the policy in force during any year after 
the first year. Such an arrangement 
does not constitute a contract continu- 
ing in force for more than one year. 
All that it amounts to is the renewal 
of such contract at the beginning of 
each ensuing year after the first during 
the life of the policy. I know of no 
provision of law which prohibits the 
county commissioners from making such 
contract for the term of one year and 
renewing it from year to year. 

“[T have also considered whether the 
proposed plan would constitute a bor- 
rowing of money by the county com 
missioners without authority of law. The 
commissioners do not under this plan 
borrow any money in any sense of the 
word. Borrowing imputes an obligation 
to repay and the commissioners are not 
under any obligation to make any pay- 
ments by reason of the proposed plan. 
It therefore seems clear that they have 
borrowed no money. 

“Specifically answering your question, 
it is my opinion that the plan outlined 
in the enclosures accompanying your 
letter does not violate any provisions 
of law and it is within the authority 
of the county commissioners to enter 
into such an arrangement.” 


Druggists Mutual of S. D. 
Elects New Officers 


AT A RECENT MEETING OF THE 
BOARD OF DIRECTORS OF THE DRUG- 
gists Mutual Fire Insurance Co. of 
South Dakota, S. F. Scallin was 
elected secretary and treasurer, suc- 
ceeding S. H, Scallin who was named 
chairman of the board. 


Plan for Fire Prevention 


Week 


THE NATIONAL FIRE PROTECTION 
ASSOCIATION OF BOSTON, MASS., HAS 
again prepared promotional material 
for use in comprehensive local fire 
prevention campaigns during fire pre- 
vention week which this year will 
be observed throughout the United 
States and Canada during the period 
(ctober 5-11. 

The material which is being dis- 
tributed at cost price by the N.I*.P.A. 
from its headquarters at 60 Dattery- 
march Street, Boston, includes: 

(a) lire Prevention Week poster 

“Defend Against Fire’. 


(b) A flyer — “Keep Fire in its 
Place”’. 

(c) “Facts About Fire’. 

(d) “Fire Defense Ouiz”’. 

(e) A cireular describing above 


and other material, giving quantity 
prices and information about im- 
printing. 

The material supplied in the pam- 
phlet ‘Facts About Fire” is for the 
use of those who are endeavoring to 
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acquaint the general public with the 
seriousness of the loss of life and 
property by fire in the United States 
and Canada. These articles on con- 
servation of property and life may be 
used in preparing addresses to be de- 
livered before civic clubs, chambers 
of commerce, safety councils, agri- 
cultural associations, parent-teacher 
associations, women’s clubs, schools, 
and all other gatherings during fire 
prevention week and throughout the 
year, 

? ee e@ 


July Fire Losses up 17% 


FIRE LOSSES IN THE UNITED STATES 
DURING JULY TOTALED $23,698,000— 
an increase of $3,376,000 or 17 per 
cent over the figure reported for the 
same month ‘last year — according 
to preliminary estimates of the Na- 
tional Board of Fire Underwriters. 
July losses, however, were $1,245,- 
000 or 5 per cent lower than the 
total reported for the preceding 
month. 

Losses for each month of 1939 
and 1940 and for the first seven 
months of 1941 are shown in the fol- 
lowing table: 








1939 1940 1941 

Jan. $ 27,615,316 $ 36,260,650 $ 26,470,000 
Feb. 29,303,520 34,410,250 26,102,000 
Mar. 30,682,168 29,788,800 31,471,000 
Apr. 27,061,522 26,657,190 29,330,000 
May =. 27,031,700 = 23,446,590 +=. 25,637,000 
June 24,190,700 = 19,506,000 24,943,000 
July 22,468,304 20,322,800 23,698,000 
Total 

6 

mos. $188,353,230 $190,392,280 $187,651,000 
Aug. 22,800,500 20,722,100  ......... 
Sept. 22,537,200 Z119G C00  .nccscces 
Oct. 24,300,500 22,091,140 ......... 
Nov. 27,248,160 23,449,000 ......... 
Dec. 27,059,200 28,617,000 ......... 
Total 

? 


12 ' 
mos. $313,498,840 $306,469,520 


Insurance Counsel Complete 
Plans for Annual Meeting 


JAMES S. KEMPER OF CHICAGO, 
PRESIDENT OF THE LUMBERMENS MU- 
tual Casualty Company and affliated 
insurance organizations and immedi- 
ate past president of the Chamber of 
Commerce of the United States, will 
be the featured speaker at the 1941 
convention of the International As- 
sociation of Insurance Counsel, which 
will be held Sept. 3-5 at White Sul- 
phur Springs, W. Va. He will dis- 
cuss ‘National Defense and American 
Economy”, a subject with which he 
necessarily has been much occupied 
during the past year, and upon which 
his views have been given wide ex- 
pression, 





The convention will open with a 
welcoming address by Clarence W. 
Meadows, Attorney General of West 
Virginia, with Payne Karr of Seattle 
responding for the International As- 
sociation of Insurance Counsel. 

Among the convention addresses 
expected to be of high interest are: 

“Litigation and the Soldiers’ and 
Sailors’ Civil Relief Act of 1940”, 
by John B. Martin, Philadelphia. 

“Federal Court Rules and Their 
Applicability to Insurance  Litiga- 
tion”, by John L. Barton, Omaha, 
Nebr. 

“Meeting Medical Proof”, by Rob- 
ert E. Dineen, Syracuse, N. Y. 

“The Trend of Decisions in Ac- 
tions Between Husband and Wife 
for Personal Injury”, by Clarence W. 
Heyl, Peoria, Ill. 

“The Casualty Home Office Looks 
to Local Counsel for Better Public 
Relations”, by Victor C. Gorton, 
Chicago. 

“May an Insurance Company Rely 
on the Allegations of a Complaint 
Against One of Its Insureds in De- 
ciding Whether the Case Is One 
Within the Terms of the Policy ?” 

Full attendance is expected at a 
symposium on Federal Rules of Prac- 
tice, which will be conducted by the 
Committee on Practice and Proce- 
dure under the direction of Chairman 
Alvin R. Christovich, New Orleans. 


Canadian Superintendents to 


Meet in Toronto 


THE 24TH ANNUAL CONFERENCE OF 
THE ASSOCIATION OF SUPERINTEND- 
ents of Insurance of the Provinces 
of Canada will be held at the Royal 
York Hotel, Toronto, September 15- 
18, it has been announced by Hartley 
D. McNairn, president and secretary 
of the association. At the 1940 ex- 
ecutive session of the association, Mr. 
McNairn pointed out, it was decided 
not to fix definitely the date or place 
of the 1941 meeting. After obtaining 
the views of the members of the asso- 
ciation, and giving further considera- 
tion to this matter, it has been de- 
cided to hold the usual open confer- 
ence this year. 

The volume of work available for 
the conference is substantial, accord- 
ing to Mr. McNairn, and in some in 
stances should result in the recom- 
mendation of legislation to the Prov- 
inces. The usual committee reports 


will be submitted to the conference, 
and the material contained in these 
reports to a large extent arises out 
of the 1940 executive session and the 
activities of the appropriate commit- 
tees during the year. 
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Broadway's tangled traffic at Times Square is characteristic of the problems yet to be solved in the reduction of automobile accidents 


in both metropolitan and upstate New York. 


Required Motor Vehicle Insurance 


HEN I speak about compul- 

sory motor vehicle insurance 

to my friends among the phys- 
ical scientists, I find they have diffi- 
culty in understanding why every 
state in the union has not long ago 
enacted a law requiring every owner 
of a motor vehicle to carry liability 
insurance. Though I have no Gallup 
poll to support me, I am convinced 
that this attitude is representative of 
a substantial body of public opinion 
in the United States. The reasons 
for such an opinion are obvious. The 
motor vehicle is responsible, year 
after year, for upwards of 35,000 
fatal injuries, and for upwards of a 
million non-fatal injuries. The oper- 
ation of such a potentially dangerous 
instrumentality should be a privilege 
granted only on condition that the 
person who is responsible for such 
operation, and who derives the bene- 
fits of this swift, economical and effi- 
cient mode of transportation, should 
bear the burden of the risks which 
are inherent in its operation. Insur- 
ance is an admirable device, nowhere 
more efficiently and skilfully organ- 


in New York 


By EDWIN W. PATTERSON 


PROFESSOR OF LAW, COLUMBIA UNIVERSITY 


ized than in the United States, to 
apportion this burden of risk among 
those who create it and benefit by it. 
The argument has the simplicity of 
a geometric demonstration, and the 
dramatic force which always comes 
from human suffering and injustice. 
It is the kind of argument which, 
sweeping aside at last the obstacles of 
an earlier day, led to the enactment 
of compulsory workmen’s compensa- 
tion insurance laws, of compulsory 
social security laws, of compulsory 
insurance of bank deposits, and in 
Massachusetts alone among the 
states, to compulsory motor vehicle 
insurance, 

The obstacles to the establishment 
of a country-wide scheme of com- 
pulsory automobile insurance are no 
less real because they are not obvious. 
Some of them arise from the oppo- 
sition of institutions or groups having 
vested interests which will or may be 
impaired by the enactment of com- 
pulsory legislation. Some of them 


are inherent in the imposition of the 
cost of insurance upon those who 
gain a meagre livelihood by work re 
quiring the use of the automobile. 
The farming population, in particu- 
lar, is likely to feel the burden of 
compulsory insurance more keenly 
than the urban dwellers because the 
farmer has less ready cash. The non- 
resident motorist will create difficul 
ties until the plan becomes country 
wide. Many of the obstacles to com- 
pulsory insurance involve technical 
problems of the insurance business, 
or legal and political difficulties. Pub- 
lic officials, insurance men and others 
peculiarly acquainted with these dif- 
ficulties owe it to the public on which 
they ultimately depend to give a frank 
appraisal of them, and either to over- 
come them in the best way feasible 
or to show the public wherein they 
are insuperable. 

Three Types of Legislation 

The frequency and effects of the 
uncompensated motor vehicle acci- 
dent were persuasively presented by 
the results of a nation-wide statistical 
study made under expert guidance 
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and at considerable expense some 
years ago.! The ensuing discussion 
of this report? and the subsequent 
symposium in the Duke University 
law review,® have served to bring 
out many of the arguments for and 
against the three principal plans pro- 
posed. These are: 1. The Massachu- 
setts plan, which retains the present 
basis of legal liability (negligence) 
and the present method of adjudi- 
cating claims (by a court trial). 2. 
The proposed automobile compensa- 
tion plan, modeled upon the Work- 
men’s Compensation laws of many 
states, which would impose liability 
on the motorist regardless of fault 
and would create an administrative 
board, similar to the workmen’s com- 
pensation boards, for the adjudica- 
tion of claims (which are to be defi- 
nitely limited in amount). 3. In con- 
trast with these is that half-way meas- 
ure, the financial responsibility law, 
enacted in one form or another in a 
good many states, which requires the 
motorist to procure insurance after 
he has caused serious injury to oth- 
ers or has been found guilty of traffic 
violations. Under the common law 
every dog is entitled to one bite; un- 
der the financial responsibility law, 
every motorist is entitled to one acci- 
dent. Each of these is a rough gen- 
eralization, approximately correct. 
The present article is chiefly con- 
cerned with the proposed New York 
law, which is modeled on the Mas- 
sachusetts law, and hence will discuss 
the obstacles encountered in drafting 
and enacting that type of legislation. 
ee ee ® 
New York Legislation 
HE Joint Legislative Committee 
for Revision of Insurance Law 

of the New York legislature held 
several hearings during 1940 on the 
Hampton Bill,4 which embodied the 
draft prepared by a committee of 
representatives of the New York In- 
surance Department and the New 
York Motor Vehicle Bureau. [From 
these hearings only a few minor 
changes resulted in the bill which was 
again introduced by Senator Hamp- 
ton in 1941.5 The opposition to this 
bill, if one may judge from the re- 
ports of the public hearings, came 
chiefly from farm organizations, from 
the associations of insurance agents 
and of insurance brokers and from 
the representatives of stock insur- 
yy 1Report by the Committee to Study Compensa- 
tion for Automobile Accidents to the Columbia 
University Council for Research in the Social 
Sciences (Feb. 1, 1932). 

2Smith, Dowling and Lilly, Compensation for 
Automobile Accidents: A Symposium, 32 Colum- 
bia L. Rev. 785-824 (1932). 

3Financial Protection for the Motor Accident 
Victim”, in Law and Contemporary Problems, 
vol. III, No. 4 (Duke University Law School, 
Oct. 1936). 


4Senate No. 
5Senate No. 


1940. 
1941. 


Int. 
Int. 


2614, 
2141, 


2060, Mch. 25, 
1700, Mch. 18, 
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ance companies. Support for the 
bill came from various individuals 
and representatives. It is believed 
that the most effective opposition 
came from upstate rural communities. 
At all events the legislature of New 
York did not enact the Hampton bill. 

Instead, it enacted a new financial 
responsibility law, based on the New 
Hampshire law, and continued the 
Joint Legislative Committee for an- 
other year. The new law? carries 
an additional appropriation of $250,- 
000 for the expense of its adminis- 
tration by the Motor Vehicle Bu- 
reau; it is expected that the Bureau 
will be more active in requiring 
proof of financial responsibility (i.e., 
insurance, a surety bond, or assets 
sufficient to permit self-insurance) 
than was the case under the old finan- 
cial responsibility law. To the usual 
grounds for requiring proof of finan- 
cial responsibility (conviction of cer- 
tain traffic violations or failure to 
satisfy a judgment for personal in- 
jury or property damage ) the new law 
adds a blanket clause empowering 
the commissioner of motor vehicles 
to require proof of financial responsi- 
bility, as a prerequisite to an oper- 
ator’s or chauffeur’s license or a reg- 
istration of vehicle, “upon any rea- 
sonable ground, appearing upon the 
records of the bureau.”* How this 
“reasonable ground” is to appear on 
the records of the bureau, the act does 
not specify. 

Another provision of the act re- 
quires that the commissioner “shall”, 
within 10 - 45 days after receipt by 
him of notice of an accident which 
has resulted in bodily injury or death 
or in property damage exceeding 
twenty-five dollars, suspend the oper- 
ator’s license of any person operating, 
and the registration certificate of any 
person owning a métor vehicle “in 
any manner involved in such acci- 
dent”, until such person “furnishes 
security for the satisfaction of any 
judgment for damages resulting from 
such accident” and also furnishes 
“proof of financial responsibility in 
the future” (i. e.., ordinarily, insur- 
ance)”, Under this provision the vic- 
tim of a reckless driver will be re- 
quired to give security (both past and 
prospective) if he is operating a mo- 
tor vehicle “involved” in the accident 
which injures him. Moreover, every 
operator of a car “in any manner in- 
volved in an accident” is required, 
unless physically incapacitated, to re- 
port it “immediately” in writing to the 
commissioner; failure to report is a 


6The 


Eastern Underwriter, Dec. 20, 1940, 
p. 36. 
7N. Y. Laws 1941, Ch. 872 (effective Jan. 1, 


1942, except as to the appropriations, which are 
available July 1, 1941) 

8Ihbid., sec. 94 (c). 

9Ibid., sec. 94-¢ 





misdemeanor.! These clauses ap- 
parently involve the assumption, 
in advance of a trial of the issues 
of law and fact, that every operator 
of a car “in any manner involved” 
in an accident causing the slightest 
personal injury is presumptively liable 
for the damage so caused. Thus the 
principle so long insisted upon by 
advocates of financial responsibility 
laws, that careful drivers should not 
be subjected to the burdens of prov- 
ing financial responsibility or of giv- 
ing security, is abandoned. If so, 
then it is not a long step to assuming 
that every automobile, whether or not 
previously involved in an accident, is 
potentially a cause of injury or dam- 
age involving legal liability. This is 
the assumption underlying universal 
compulsory insurance The New York 
law of 1941 is a further step in that 
direction. 
ee e@ ® 


The Scope of the Proposed 
Compulsory Law 

HE proposed New York law!! 

imposes the burden of procur- 
ing insurance (or of making a de- 
posit) upon every owner seeking 
registration of a motor vehicle in 
New York, except taxicabs and pub- 
lic utility vehicles (which are gov- 
erned by other provisions) and ex- 
cept certain motor vehicles and trail- 
ers which are operated (upon a pub- 
lic highway) only between farms un- 
der a “single or common ownership 
or operation.”!2 As the owners of 
these farm vehicles are required to 
pay only a nominal fee of one dollar 
for registration, the exception is un- 
important. The proposed law thus 
imposes a universal requirement, and 
it does so upon the assumption, ex- 
pressly stated in the act, that ‘‘the 
motor vehicle as operated on the pub- 
lic highways and other public or pri- 
vate places of this state is a poten- 
tially dangerous instrumentality.” !* 
This assumption is a statistical gen- 
eralization, similar to the mortality 
tables used by life insurance com- 
panies. Like these, it does not assume 
that the incidence of harm is due 
primarily to the “fault” of the owner 
or operator; it looks rather to the 
nature of the instrumentality, as re- 
vealed by experience. It is believed 
that this assumption is a sound jus- 
tification for the proposed legisla- 
tion, and will be sufficient, with other 
factors, to bring it within the proper 
exercise of the state’s police power 
under the state and Federal consti- 
tutions. 

ut the statistical assumption that 


10Tbid., sec. 94-f. 

11Supra, note 5. 

12Same, Vehicle and Traffic Law, sec. 94-b (2) 
(proposed). 

18Same, sec. 94 (2). 

















automobile accidents will occur with 
an approximately certain frequency 
does not necessarily imply that all 
drivers are equally careful, any more 
than the mortality table involves the 
assumption that all individuals are 
equally prudent in preserving health. 
It is therefore no contradiction of the 
assumption above stated to say that 
some drivers are potentially greater 
menaces to safety than others, and 
that when this potentiality passes a 
certain point, the privilege of driv- 
ing a motor vehicle should be with- 
held, either permanently, or for such 
time or on such conditions as will 
operate as an effective corrective or 
deterrent. It is unfortunate, then, that 
the burden of procuring insurance 
is placed on the owner of the car 
rather than on the individual opera- 
tor; for the owner may be denied in- 
surance because of the bad accident 
record of a particular driver. How- 
ever, the rate structure and policy 
forms of automobile liability insur- 
ance are built around the owner and 
the place of garaging, rather than the 
driver, and for the present at least 
the law must accept these institutional 
practices. 

The Limitations on Required 

Coverage 

The proposed New York law re- 
quires insurance against liability for 
personal injuries only, in the amount 
of $5,000 for any one injury (or 
death) and $10,000 for all injuries 
arising from any one accident.!4 In 
thus excluding property damage lia- 
bility the act is designed to minimize 
the cost of the insurance. Moreover, 
the omission is justified by the public 
policy underlying such legislation, 
which is menace to life and limb 
rather than to property interests. The 
same two reasons account for the per- 
missible omission of coverage for lia- 
bility to guest occupants of the in- 
sured car, and to members of the 
household of the insured (not limited 
to the named insured). These claims 
involve greater risks of collusion and 
fraud; and the primary purpose of 
the law is to provide compensation 
for strangers, such as_ pedestrians 
and the occupants of other cars. It 
is to be expected that, as the Massa- 
chusetts experience has shown, nearly 
all owners will obtain the usual cov- 
erages including both of these. The 
required coverage also excludes all 
employes of the insured who are cov- 
ered by workmen’s compensation. 

Permissible Limitations on 

Insured’s Coverage 

As under the Massachusetts law, 
no violation of policy provisions by 
any insured will void the policy or 


14Same, Insurance Law, sec. 167-a (3) (pro- 
posed). 
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reduce recovery with respect to the 
claims of third persons; but the in- 
surer may provide for a right of in- 
demnity against the insured for any 
amount which it is obliged to pay un- 
der circumstances which make it not 
liable to the insured. Thus, the fail- 
ure of the insured to give notice of 
the accident or to co-operate with the 
insurer in the investigation of an ac- 
cident and in the ensuing litigation, 


Professor Patterson 


As Chairman of a joint committee of 
the Insurance Department and the Motor 
Vehicle Bureau of New York, Professor 
Patterson was chiefly responsible for the 
drafting of the proposed New York 
Required Motor Vehicle Insurance Law, 
which was introduced in 1940, and again 
in 1941, by Senator William H. Hampton. 
Professor Patterson was also the chief 
draftsman of the revision of the New 
York Insurance Law, enacted 1939. 


as required by the conditions of the 
insurer’s duty to the insured, do not 
preclude recovery from the insurer 
by the injured person who has ob- 
tained a judgment against the insured. 
Moreover, the insurer would be liable 
to the injured person despite the in- 
sured’s violation of policy provisions 
which increased the hazard prior to 
the accident, such as changing the 
place of garaging to one calling for a 
higher premium, or “carrying persons 
for a charge”, or towing a trailer not 
insured, etc. Admittedly these viola- 
tions of the policy terms may cause 
serious prejudice to the insurer ; and 
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yet the proposed law, like that of 
Massachusetts, prefers protection of 
the injured party to protection of the 
interests of the insurer. 

But insurance by private contract 
presupposes good faith and a meas- 
ure of co-operation by the insured, 
as defined by the policy terms, in 
minimizing the risk which the insurer 
assumes for a_ specified premium. 
The legislature should therefore seek 
further deterrents (in addition to the 
insurer’s right of indemnity, which 
is said to be seldom collectible) to 
the violation of policy terms or the 
making of false statements by the 
insured. One such deterrent is found 
in a provision of the proposed law 
which expressly authorizes the denial 
(by the Board of Arbitration, to be 
discussed later) of insurance to any 
person if he or if any person who 
will operate the car during the term 
of insurance, has knowingly violated 
in a material respect any terms, con- 
ditions, exclusions or restrictions of 
his motor vehicle policy.1° If it be- 
comes known among motorists that 
the violation of policy provisions will 
likely lead to denial of insurance and 
thus to denial of registration, the ad 
ditional incentive to compliance will 
minimize the insurer’s hazard. In 
England some such violations are fol- 
lowed by fines of sufficient severity 
to serve as a deterrent; a year or two 
ago I came across a report of a case 
in which a local magistrate fined sev- 
eral workmen from £1 to £5 each, 
for using a private “pleasure” auto- 
mobile to carry passengers for hire 
to and from their places of work. 
Some penal sanctions might well be 
attached to violation of certain pro- 
visions of the policy; yet penal pro- 
visions on such matters as this must 
not far outrun the building up of new 
habits of conformity. 

ee @ @ 

The Uninsurable Motorist 

HE motorist whom insurance 

companies refuse to insure, either 
unconditionally or with the qualifi- 
cation that insurance will be granted 
only at a substantial increase in pre- 
mium, creates some difficult problems 
of legal draftsmanship and adminis- 
tration. One alternative would be to 
require that the insurance companies 
shall take and distribute among them- 
selves all applications for insurance 
from car-owners to whom the com- 
missioner of motor-vehicles is willing 
to grant registration. If this require- 
ment were coupled with uniformity 
of rates regardless of the insured’s 
record with respect to serious acci- 
dents or traffic violations, the rates 
would probably be substantially in- 


15Same, Vehicle and Traffic Law, sec. 94-c 
(14) (a) (proposed). 
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creased for all motorists and the re- 
sult would be inequitable to those mo- 
torists who present “normal’’ risks. 
The personal factor does enter into 
the loss ratio of liability insurance, 
even though it is true that an irreduc- 
ible minimum of losses is to be 
ascribed to the motor vehicle as a 
dangerous instrumentality. If, on the 
other hand, the insurers are to be al- 
lowed to impose a surcharge upon 
some car-owners whom they consider 
to be abnormally hazardous risks, 
then some means must be found for 
determining who is to pay the sur- 
charge, and how much, 

The other extreme would be to 
permit the insurers to reject any in- 
surance applicant or to charge an ad- 
ditional premium determined by it 
in accordance with rate schedules on 
file. It might be argued that compe- 
tition among insurers will lead to the 
proper level of rates for all except 
those bad risks which are not insur- 
able at any price. Yet competition 
as a method of determining rates has 
been abandoned, in most lines of in- 
surance, more than a generation ago. 
Moreover, it might be denial of due 
process of law to permit a private 
insurer to determine that a particular 
car-owner shall not be allowed to 
register a motor vehicle for operation 
on the public highways. The provi- 
sion for a deposit of securities or 
cash with a state official, in lieu of 
obtaining insurance, might obviate the 
constitutional objection; but would 
it meet the objections of the insur- 
ing public? 

A third alternative is the creation 
of a state insurance fund to which 
the motorist could turn after having 
been declined by private insurers (or 
at the outset, if he so chose). The 
fear that compulsory insurance will 
lead to state insurance, which will 
eventually supersede private insur- 
ance in this field, motivates the op- 
position to compulsory insurance 
from many insurance companies, 
agents and brokers. The experience 
of workmen’s compensation insurance 
indicates that this sequence is not a 
necessary one. The proposed New 
York law is designed to avoid the 
creation of a state insurance fund. 


The Board of Arbitration 


The fourth alternative is to estab- 
lish a tribunal which will decide 
which applicants, refused insurance 
at manual (normal) rates, are entitled 
to have insurance, and on what terms. 
The proposed New York law would 
establish a Board of Arbitration to 
determine such questions, similar to 
the Board of Appeal which has oper- 
ated under the Massachusetts law. 
However, the New York law differs 
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from the Massachusetts law in that 
the former provides for variations in 
the terms of the contract to corre- 
spond to variations in risks. These 
variations are of two types, varia- 
tions in the limitations and conditions 
of coverage as between insurer and 
insured, and variations in rates. Un- 
der the proposed New York law the 
insurer might be allowed to insert a 
provision excluding a certain person 
from operating the car, or in the case 
of rural risks, limiting the opera- 
tion of the car to a specified area 
(with a corresponding rate reduc- 
tion). These limitations would not be 
effective as against the injured party 
and their effect on rates will neces- 
sarily depend on the value of the in- 
surer’s right of indemnity. 

More important is the permissible 
variation in rates based on the per- 
sonal record of the car-owner and 
of the probable operators of the car. 
The Massachusetts law does not per- 
mit the making of a surcharge on 
any such basis. An applicant for in- 
surance is regarded as either insur- 
able at ordinary rates or uninsurable, 
The New York law would permit the 
insurer to charge an additional pre- 
mium for risks falling with certain 
classes. For example, under the 
present financial responsibility law 
(prior to 1942) the surcharges range 
from ten to fifty per cent of manual 
(normal) rates. The highest sur- 
charge applies to a person who has 
been convicted of driving while in- 
toxicated, or of reckless driving. It 
is arguable that such persons should 
be permanently excluded from the 
privilege of obtaining registration or 
an operator’s license; but a_ life 
sentence seems too severe. The bor- 
der line between the “normal” motor- 
ists and the “abnormal” ones is too 
shadowy to afford /a criterion for 
such an all-or-nothing decision. Flex- 
ibility in rate variations seems a more 
equitable method of distributing the 
cost of insurance to injured parties, 
and it will serve to further the cause 
of accident prevention. The New 
York experience under the financial 
responsibility law of 1941,16 which 
will substantially increase the num- 
ber of persons required to have in- 
surance, will afford a further basis 
for evaluation of the personal factor 
in liability insurance. 

The proposed Board of Arbitra- 
tion is to be composed of three mem- 
bers, one of whom is the Commis- 
sioner of Motor Vehicles or a person 
designated by him to act in his place; 
another the Superintendent of Insur- 
ance or a like designee; the third 
member (who is the only one to 


16N. Y. Laws 1941, Ch. 872 (effective Jan. 1, 


1942). 


receive additional compensation) is 
to be a person having experience in 
the underwriting, rating or claim 
adjustment of motor vehicle insur- 
ance.!17 The third member is ex- 
pected to bring to the deliberations 
of the Board a degree of expertness 
in the particular field which would 
rarely be possessed by either of the 
other two; yet he is not expected to 
be merely an advocate for the insur- 
ance companies, 

Before an aggrieved motorist is al- 
lowed to file a complaint with the 
Board, he is required to make appli- 
cation for insurance to at least three 
qualified insurers, or, in the case of 
a threatened cancellation or refusal 
to renew, the two insurers in addi- 
tion to the one with which he has 
been insured. It is still true that 
self-help is the best help; and the 
Board should not be burdened with 
troubles which the car-owner can deal 
with himself. It is doubtless true 
that this requirement will impose 
some additional burdens on insurance 
agents and brokers. Through the 
operation of an Assigned Risk plan, 
these burdens will be minimized. 

The motorist’s complaint to the 
Board is to be sworn to, and is to 
contain a full statement of the facts 
relating to the insurability of the ap- 
plicant and of other persons who are 
expected to operate the motor ve- 
hicle during the term of insurance. 
Here is one place, obviously, where 
it would be simpler if the insurance 
were written to cover each individual 
operator rather than the car. For the 
insurance must give protection to the 
injured person against every person 
who drives with the owner’s (named 
insured’s) express or implied con- 
sent, and the named insured cannot 
be expected to state in advance the 
names of all persons who will be 
given such consent. However, the 
complaint form (which is to be pre- 
pared by the Board) can be so drawn 
as to sustain a conviction of perjury 
if the applicant is a mere dummy for 
another person who has been found 
uninsurable, 


The Board’s Decision 
The statute does not purport to 
enumerate the grounds on which the 
Board may sustain or dismiss a com- 
plaint. It does, however, require dis- 
missal of the complaint if the com- 
plainant, or any person who will 
operate the car, has within two years 
prior to the hearing given cause, as 
defined in the Vehicle and Traffic 
Law, for the mandatory revocation 
of his operator’s license, or for the 

(Continued on page 24) 
17N. Y., Senate Bill No. 2141, Int. 1700, by 


Mr. Hampton (Mch. 18, 1941), to enact new 
sec. 94-a of one Vehicle and Traffic Law. 
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Fire Prevention in Defense 
Industries 


By WILLIAM H. RODDA 
ENGINEER, AMERICAN MUTUAL ALLIANCE 
A Lecture given before the Class in Engineer- 
ing Defense Training at the University of 
Minnesota, August 12 1941 


HE prevention and control of 
fires have a direct relationship 
to the safety of both the work- 
ers and the industrial plants which 
they operate. There are several 
thousand deaths and injuries each 
vear from fire, and fire is one of 
the major problems in safeguarding 
workmen. In addition, fire inter- 
rupts and frequently stops produc- 
tion, and continuity of production is 
vitally important today. We will first 
examine the problem before us, par- 
ticularly in defense industries. So 
much has been written and said about 
sabotage and air raids that we are 
inclined to slight the other phases of 
fire protection. Air raids are a possi- 
bility, of course, but so far as we can 
see now, they are not a serious threat. 
Sabotage is a real danger and must 
be reckoned with, but it is only a 
small part of the fire protection job. 
As a matter of fact, first class gen- 
eral fire protection will make the 
saboteur’s job a difficult one. 

The defense effort has brought 
about many changes that affect pro- 
tection against fire. Increased pro- 
duction causes hurry, and frequently 
carelessness ; materials and stocks are 
likely to pile up instead of being 
stored in an orderly fashion; new 
employes are brought in and are not 
familiar with established routines. 


Further confusion may be caused 
by the use of new materials and proc- 
esses. Many plants are changing over 
from peace-time products to defense 
products; substitutes must be found 
for materials now under priority. In 
the midst of all this, precautions must 
be taken to identify all workers, pre- 
vent sabotage, prevent fires from 
starting by ordinary means, and pro- 
vide adequate means of combating 
any fires that do start. 


Many industrial plants have found 
it necessary to construct additional 
buildings in order to take care of the 
present volume of orders. This in- 
troduces into a plant already in oper- 
ation the unusual hazards of build- 
ing construction. In some cases these 
may be an extension to the existing 
plant and physically connected to sec- 
tions in operation. This condition is 
much more serious than where the 
new construction consists of separate 


buildings at some distance from the 
original building. The first principle 
to be observed in connection with 
any building construction is to segre- 
gate it from the sections which are 
producing. In the case of separate 
buildings this segregation will con- 
sist principally of keeping the inter- 
vening area entirely free of lumber 
and other combustible material. It 
must be recognized that building con- 
struction is a hazardous process and 
every precaution must be taken so 
that if a fire starts while a building 
is under construction, it will be con- 
fined to that building and will not 
communicate to the old section of the 
plant. Piles of lumber and other com- 
bustible material between the build- 
ings can very easily carry fire from 
one building to the other and this in- 
tervening space must be kept abso- 
lutely clear, with lumber and other 
material piled on the side away from 
the existing buildings. Where the 
new building is an extension to an 
existing building the problem is more 
serious. Fire walls on existing build- 
ings should be left in position as long 
as possible and preferably until the 
new building is completed and all fire 
protection equipment is installed and 
in operation in the new section. Open- 
ings in the wall at the point where 
the new building joins the old should 
be bricked up if the construction 
work is to take more than three or 
four weeks. Even for a short period 
of construction any openings such as 
doors or windows should be covered 
with heavy planks and then covered 
with metal. If openings are essen- 
tial between the new and the old sec- 
tion during construction, standard 
automatic fire doors should be in- 
stalled at the openings. As a matter 
of fact, the fire walls should be left 
in place after construction if possible 
in order to provide a fire break be- 
tween sections of the plant. Open- 
ings in fire walls should be protected 
by standard automatic fire doors on 
each side of the wall. 
» * * 

N connection with all new con- 

struction whether adjoining the 
plant or at some distance, there are 
important precautions to be taken. If 
possible the wood that is used for 
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forms or for other purposes should 
be treated so that it is flame proof or 
slow burning. This may be regarded 
as a requirement if the building is 
more than six stories high. I may 
say parenthetically that it is not pos- 
sible to fire proof wood, but wood 
can be treated so that it burns much 
more slowly than naturally and a fire 
in such material can be controlled 
with comparative ease. Tarpaulins 
that are used to cover material or to 
enclose a building during freezing 
weather should also be made flame 
proof. This is an extremely impor- 
tant requirement because many fires 
have been caused by tarpaulins be- 
ing blown by the wind against sala- 
manders or other temporary heating 
devices. The ordinary tarpaulin is 
likely to be water-proofed with paraf- 
fin wax preparation which makes it 
highly inflammable. Last December 
at Evanston, Illinois, Northwestern 
University had under construction a 
new fire-resistive building. A _ sala- 
mander being used for temporary heat 
was overturned and started a fire. 
Wooden scaffolding was being used 
and immediately caught fire. About 
300,000 square feet of tarpaulins were 
in use to enclose the building and 
these had been water-proofed with 
a compound of petrolatum, paraffin, 
and a solvent resembling kerosene. 
The fire resulted in damage of half 
a million dollars, including consider- 
able spalling of concrete and lime- 
stone from the intense heat. This is 
not an isolated instance, but one of 
dozens that might be recited. Fire- 
resistive buildings in course of con- 
struction are particularly vulnerable 
to fire because of the large amounts 
of combustible material commonly 
used during construction. It seems, 
too, that the fact that a building is 
to be fire-resistive gives a dangerous 
false sense of security during a time 
when the building is far from fire- 
resistive, 


Cleanliness arotmd building con- 
struction is equally important to 
cleanliness in the plant under oper- 
ation. The contractor should be urged 
and required to keep all scrap lum- 
ber cleaned up and removed at fre- 
quent intervals. Dry grass in the 
vicinity of buildings under construc- 
tion should be cut when construc- 
tion is first started in order to pre- 
vent a grass fire from starting and 
entering the building. 

Fire protection service should rise 
with the buildings under construction. 
A plentiful supply of fire extinguish- 
ers should be placed throughout the 
building and at construction offices 
and supply sheds. Standpipes should 
be put up as each story of the build- 
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ing is constructed. The top can be 
capped temporarily and as new sec- 
tions are put on, the standpipe pro- 
tection need be taken off only for a 
few minutes as the standpipe is 
raised to each new floor. Valves and 
hose should be immediately installed 
on the standpipe so that in case of 
fire in the forms or other combustible 
material a plentiful supply of water 
will be available at once. This is par- 
ticularly important when buildings 
rise to more than two or three stories, 
to such a height that fire department 
operations would be difficult. Stair- 
ways and elevators should go up 
with the building in order to pro- 
vide access to the upper floors for 
fire fighters. Building contractors, 
like everyone else, are being rushed 
today. It is necessary for the fac- 
tory management to see that the 
proper precautions are taken. Con- 
tracts for new construction should 
include provisions for these safe- 
guards and the owner’s fire preven- 
tion or safety superintendent should 
assist the contractor to see that the 
precautions are taken. Only in this 
way can a factory be sure of getting 
its much needed additional capacity 
in time to help our defense effort. 

In plants under construction and 
existing factories as well, it is neces- 
sary to give thought to means of exit 
for workers. Fire is a frequent cause 
of death or injury and in many cases, 
this is due to inadequate or improp- 
erly located exit facilities. 

The fundamental principle to be 
observed in any room in which there 
are workmen is to have at least two 
exits and have them at completely 
opposite ends of the room. The pub- 
lic has come to think of fire escapes 
as satisfactory means of exit from a 
burning building. However, experi- 
ence shows that an open iron fire 
escape is more likely to be a death 
trap than a safe exit. Fire or smoke 
from a window or door renders the 
fire escape completely useless to 
people above that point. The princi- 
pal value of such fire escapes is the 
assistance they may be to firemen in 
attacking fire from the outside. The 
most satisfactory form of fire escape 
is the type of stairway known as the 
smoke-proof tower. This is a com- 
pletely fire-resistant stairway on the 
outside of the building with fire doors 
to the building interior. There are 
sufficient openings to the outside so 
that any smoke that gets into the 
stairway will be easily cleared out. 
The arrangement is such that smoke 
and flames cannot block the stairway. 
Another desirable arrangement is to 
provide an exit through fire doors 
to another section of the factory. 
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However, where such openings are 
to be used as exits, the type of fire 
doors must be such that they can 
easily be opened by people attempt- 
ing to escape. 

Specifications are available in stand- 
ard publications covering the size and 
number of exits that are necessary 
for given numbers of people that 
may be in any room and these can 
be consulted for detailed information. 
In planning exit facilities the basic 
principles to be remembered are to 
have at least two exits and these 
must be located at widely separated 
points. In considering this question, 
it must be remembered that at times 
fire spreads with amazing rapidity 
and the exits must be so planned that 
they can be reached and used under 
the most exciting and confusing con- 
ditions. When a man feels heat at 
the back of his neck and is subjected 
to heavy smoke, he does not have 
time to stop and figure out which way 
to go. The exits must be so planned 
that it will be in his natural path 
and this ordinarily is the door that 
he normally uses in going to and 
from the room. 


* J 7 
T is elementary that most fires 


are caused by carelessness. Many 
industrial plants today have more 
orders than they have had at any 
time for years past. The Army, the 
Navy, and civilian buyers are all ask- 
ing for rapid deliveries. The result 
is speeding up operations. The nat- 
ural thing is to concentrate on ac- 
tivities that actually produce and ig- 
nore the auxiliary operations of clean- 
ing up. But cleanliness must not 
be sacrificed if we are to maintain 
continuous production. [xtra clean- 
up men must be put on. It is es- 
sential to safety that there be a 
continuous clean-up squad whose sole 
responsibility is removal of combus- 
tible rubbish. 

Another enemy of continuity of 
production is congestion. [ast year 
a Baltimore factory making cork 
products considered themselves fore- 
sighted and bought baled cork in 
large quantities — almost a million 
dollars worth and enough to last 
them a year or more. Cork was the 
basis of their product and most of 
it comes from Europe. So this cork 
was bought and stored in bales in 
the plant yard — some of the piles 
were 13 bales high. Spaces between 
piles were only a few feet in width 
because every available square foot 
had to be filled with cork. But one 
night last September the cork caught 
fire. The fire leaped from pile to pile 
and the Baltimore Fire Department 
had all it could do to protect build- 


ings and it was impossible to save 
any of the cork. This company ig- 
nored a fundamental rule of fire pro- 
tection — keep wide clear spaces 
between piles of combustible mate- 
rial. It cost them not only their sup- 
ply of cork — almost impossible to 
replace now — but a considerable 
part of their plant as well. Cork, 
lumber, pulp wood, coal any com- 
bustible material — should be stored 
in moderate sized piles, with adequate 
clear space between. (ne hundred 
feet is a minimum space where the 
piles are of any considerable size. 
Don’t neglect to keep these spaces 
cleared of dry grass and weeds be- 
cause fire can cross in the grass and 
ruin the value of the clear space, 

Another plant in Aberdeen, Wash- 
ington, under the pressure of defense 
orders found a bottleneck at their 
veneer drying ovens. In order to 
speed up the drying process the tem- 
perature was raised considerably 
above the normal temperature. Short- 
ly thereafter fire broke out and the 
plant was destroyed with a loss of 
half a million dollars and two men 
lost their lives. Equipment must not 
be stepped up in either speed or tem- 
perature beyond its designed capacity. 

Another element of danger is in- 
troduced by the presence of new em- 
ployes and former employes who have 
returned after a lengthy lay-off. The 
former employe may be sent to his 
old job under the assumption that 
he remembers all about it, and the 
new man may be turned over to a 
foreman who already has his hands 
full running a department. In either 
case, inadequate instruction may re- 
sult in costly accidents or fires. There 
should be a definite training program 
for new and re-hired employes. This 
should first include adequate instruc- 
tion in his duties. After he seems to 
understand thorougly he should be 
permitted to work, but should be kept 
under observation until there is no 
question about his being able to 
handle the job. Secondly, these em- 
ployes should be given instruction in 
the prevention of fires and accidents. 
Hazards of the machines and mate- 
rials in his department should be 
pointed out and explained. And 
third, the location and operation of 
fire-extinguishing equipment should 
be pointed out. A necessary part of 
this last is definite orders that in case 
of fire, he must call the fire brigade 
or fire department first, and then at- 
tempt to control the fire. Delayed 
alarms are responsible for many large 
fires. 

Changes in technique have been so 
rapid in the past few years that it has 
been difficult to keep pace with the 

(Continued on page 22) 











ar 
bi 
du 
th 
m 
on 
lir 
er! 
an 
cal 
te! 
me 
the 
m¢ 
pu 
au. 
Li 
the 
ati 
Py 
wil 
tio’ 
fes 
ing 
An 


Pr 
Ch 


the 
tion 
pro 
tio 
tee: 


diti 
tive 





n 
1S 
C- 
to 


to 








JoURNAL OF AMERICAN INSURANCE 





Proposed American College of 
Property and Casualty Insurance 


By S. S. HUEBNER 
PROFESSOR OF INSURANCE, 
UNIVERSITY OF PENNSYLVANIA; 
PRESIDENT OF THE AMERICAN COLLEGE 
OF LIFE UNDERWRITERS 


N December 27, 1940, the 
O American Association of Uni- 

versity Teachers of Insurance 
adopted a resolution “endorsing in 
principle the establishment of pro- 
fessional standards for property and 
casualty insurance”, and expressing 
its “willingness to cooperate in an ad- 
visory capacity with representatives 
of the insurance institution in attain- 
ment of this goal”. Pursuant to this 
resolution, the Association’s Commit- 
tee on Professional Standards in 
Property and Casualty Insurance ex- 
tended an invitation to the National 
Board of Fire Underwriters, the As- 
sociation of Casualty and Surety Ex- 
ecutives, the American Mutual AI- 
liance, the National Association of 
Insurance Agents, the National As- 
sociation of Mutual Insurance Agents, 
and the National Association of In- 
surance Brokers, to meet with it for 
an extended discussion of the possi- 
bilities. Twenty-six representatives, 
duly appointed by the executives of 
the six aforementioned organizations, 
met with the Association’s Committee 
on May 16 last. The Committee out- 
lined a proposition to have the prop- 
erty and casualty branches of insur- 
ance adopt a collegiate plan of edu- 
cational procedure similar in charac- 
ter, although necessarily adapted to 
meet certain varying conditions, to 
the Chartered Life Underwriter 
movement (the C.L.U. program) as 
pursued in life insurance under the 
auspices of the American College of 
Life Underwriters. More specifically, 
the Committee recommended the cre- 
ation of an American College of 
Property and Casualty Underwriters, 
with a long range program of educa- 
tion leading to the award of two pro- 
fessional designations of degree stand- 
ing, as that term is understood in the 
American educational system, name- 
ly, the designations of Chartered 
Property Underwriter (C.P.U.) and 
Chartered Casualty Underwriter 
(C.C.U.). After full consideration, 
the representatives of the aforemen- 
tioned organizations unanimously ap- 
proved the Committee’s recommenda- 
tion in principle. Four sub-commit- 
tees were appointed, — namely, an 
Advisory Committee and three ad- 
ditional committees dealing respec- 
tively with legal phases, finances, and 





curriculum and educational procedure 
— to work out their respective as- 
signments with a view to the presen- 
tation of a complete program, early in 
the fall, to the original group which 
met on May 16. 

The aforementioned endorsement 
seems to justify a brief explanation 
of the fundamental purpose and na- 
ture, and the growth and services of 
the American College of Life Under- 
writers, with a view to showing the 
value of a similar movement to the 
property and casualty branches of in- 
surance. That, at least, was the un- 
animous opinion of the Advisory 
Committee at its meeting on June 26 
last. 

The American College of Life Un- 
derwriters, so far as I know, is the 
first and only comprehensive attempt, 
on a national scale, to do for life in- 
surance in the United States exactly 
what has been accomplished profes- 
sionally in accounting and other lead- 
ing callings. It represents a com- 
plete set-up, along correct lines pro- 
fessionally, carefully thought out by 
the leaders of the life insurance busi- 
ness as well as by insurance educa- 
tors over a twenty-year period, and 
is sponsored by the National Associa- 
tion of Life Underwriters as well as 
by insurance companies representing 
at least 95 per cent of all life insur- 
ance written in this country. The 
background furnished by the plan can 
be of real service to property and 
casualty insurance, just as the back- 
ground furnished by the C.P.A, 
movement over the past thirty years 
proved of inestimable value to those 
who decided to inject, in a practical 
way, a professional concept into the 
life insurance calling. A brief re- 
view of the C.L.U. program is also 
justified, (1) because it has won its 
way by standing firmly on certain 
fundamental principles which can not 
be ignored, (2) because it does not 
interfere with, but rather encourages 
and tends to improve, existing courses 
of study, (3) because it has already 
solved most of the important prob- 
lems which any such comprehensive 
undertaking in property and casualty 
insurance must face, (4) because it 
seems to be the only feasible proce- 
dure if a professional movement in 
property and casualty insurance, de- 
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signed to meet a rapidly growing pub- 
lic relations point of view, is to be 
national rather than a more or less 
disorganized and fragmentary local 
effort, and (5) because it readily can 
be duplicated in the property and cas- 
ualty fields with all the wealth of 
past experience ready to hand. 


Nature and Purpose of the 
American College of Life 
Underwriters 


NUMERATING merely its vital 

phases and principles, the C.L.U. 
movement may be described briefly as 
follows. It is recommended that the 
same principles, along similar lines, 
be observed in the set-up of the pro- 
posed American College of Prop- 
erty and Casualty Underwriters. 


(1) Government of the College. 
The American College was incorpo- 
rated in March, 1927, in the District 
of Columbia, as an autonomous, non- 
profit-making organization, solely for 
educational purposes, and independ- 
ent, so far as control is concerned, of 
any direct business affiliation. This 
latter phase is vital if the College is 
to function with universities and col- 
leges. Moreover, it was also highly 
important that the College’s program 
should be open to all interested par- 
ties, irrespective of any particular 
method of insurance procedure. Con- 
sequently, the College’s program is 
open to agents and brokers as well as 
to organizations, whether they are 
stock, mutual, fraternal, etc. Author- 
ity is vested in a Board of Trustees 
(twenty-one members divided into 
groups holding office for three years 
each) representing all of the differ- 
ent interests involved, namely, insur- 
ance companies, agency organizations, 
agency management organizations, 
and insurance educators. The execu- 
tive and educational officers of the 
College, namely, president and dean, 
are regarded as permanent officers, 
subject to removal in the event of in- 
efficiency or improper conduct. 

(2) Objectives of the College. 
Quoting the declared purposes of the 
College, they are: 

(a) To establish an educational 
standard for the profession of life 
underwriting which will comprise 
(1) all the general fields of knowl- 
edge with which an_ underwriter 
should be acquainted in order to un- 
derstand life insurance as a function- 
ing institution in a world filled with 
economic, social and political prob- 
lems which it can help to solve, and 
(2) all the specific fields of knowl- 
edge essential to the rendering of 
expert advice and service to the in- 
suring public. 
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(b) To encourage and foster the 
training of students in educational 
institutions for the career of profes- 
sional life underwriter. To this end 
the College stands prepared to co- 
operate in every way possible with 
universities and colleges which are 
contemplating the introduction of a 
complete insurance course. The Col- 
lege does not conduct educational 
courses itself, believing that the work 
of instruction can best be given by 
the institutions already in existence, 
just as has been the case in the field 
of accounting. 


(c) To cooperate with universities 
and colleges in general life insurance 
education for laymen, since the sub- 
ject is regarded as fundamentally im- 
portant and well worthy of incorpora- 
tion into a business school’s curri- 
culum. 

(d) To award to properly qualified 
life underwriters a professional rec- 
ognition. 

Briefly outlined, the basic functions 
of the College relate to the following: 

(a) The setting up of educational 
standards, the formulation of a pro- 
gram of education over a four-year 
period of study, of degree standards, 
the effecting of ways and means to 
disseminate the program far and wide 
throughout the life insurance busi- 
ness, as well as among higher insti- 
tutions of learning. 

(b) The enforcement of educa- 
tional and other prerequisites for the 
taking of examinations, so that the 
designation of C.L.U. may be recog- 
nized in educational and professional 
circles as meeting degree standards, 
as is the case universally with desig- 
nations in other professional callings. 

(c) The formulation and constant 
improvement of the curriculum of 
study to be pursued in preparation 
for the C.L.U. examinations, includ- 
ing not only the principles, practices, 
and economics of life insurance per 
se, but also the closely allied business 
subjects, which happen to be the prin- 
ciples of salesmanship; economics ; 
government ; sociology ; general busi- 
ness law; wills, trusts and estates; 
taxation; corporation finance; bank- 
ing and credit ; and investments. This 
function has the advantage of cre- 
ating uniformity of instruction in the 
numerous universities and colleges 
where otherwise the greatest lack of 
uniformity and absence of proper 
standards would prevail. The Col- 
lege is a unifying force in insurance 
education throughout the nation, just 
as the C.P.A, movement serves as 
such a force in the accounting educa- 
tion of the nation. 

(d) The promulgation of the en- 
tire program of instruction among 
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institutions of higher learning, and 
the giving of educational assistance to 
all institutions asking for the same. 
This has been one of the outstanding 
services of the College, and has met 
with much success. The service has 
included the finding of teachers of 
insurance, not only for institutions of 
learning, but also for many private 
study groups where a university or 
a college was not available. Likewise 
it has involved the preparation by the 
College of a teachers’ manual for the 
guidance of insurance teachers along 
all important lines. 

(e) The preparation of proper text 
books through various channels, and, 
under its own auspices, the issue of 
study supplements, problem material, 
manuals, and promotional literature, 
designed to guide teachers and pro- 
spective students, as well as insurance 
organizations, so that all may become 
interested in the program of study 
along sound educational lines. The 
field promotional work of the College 
is one of its leading functions. It 
should be noted that the work of in- 
struction is left, so far as possible, 
to existing institutions of higher 
learning, just as is the case in ac- 
counting for the C.P.A. designation. 
In that way the large existing capital 
of our universities and colleges may 
be utilized. Experience has shown 
that everywhere our universities and 
colleges have welcomed an invitation 
to participate in the C.L.U. move- 
ment. Moreover, and this is all-im- 
portant, the existing faculties of our 
universities and colleges become 
available for the giving of the in- 
struction. 

(f) The emphasis, as an underly- 
ing policy, of the following: 

i. To set up specific qualifying 
standards “‘so clearly on a parity with 
the standards now associated with 
recognized professions that the public 
will ultimately accord the same type 
of recognition to those who fully 
meet them”. 

ii. To stress the social point of 
view in the interest of clients as well 
as the institution of insurance. 

iii. To inculcate a proper career- 
building attitude along proper lines. 

iv. To stress ethical standards on 
the part of the candidate with respect 
to clients, employers, and fellow-prac- 
titioners, 

(3) Qualifications of Candidates 
for the Examinations, A minimum 
age of twenty-one is required, as in- 
dicating a reasonable maturity and 
mental background. It is also the 
legal age for the making of contracts. 
Moreover, in view of a four-year 
program of study, and a three-year 
satisfactory business experience, the 
candidate’s age will be around twenty- 


five by the time the designation is 
conferred. The candidate will thus 
have had an opportunity to acquire 
a very fair measure of experience, as 
well as maturity in thought. 

The College investigates carefully 
the moral character of candidates be- 
fore the designation is awarded. It 
also follows the practice of having 
the candidate sign the following 
pledge at the time application is 
made to take the examinations: “I 
agree that if I am granted the desig- 
nation of Chartered Life Under- 
writer, I will do all in my power to 
improve the character of the life in- 
surance institution, and to conduct 
myself in such a way, in all of my 
dealings, as to reflect honor upon the 
profession of life underwriting.” 
Again, at the time of the conferment 
of the designation, a moral “charge” 
is publicly administered to all suc- 
cessful candidates. 

High school graduation or its legal 
equivalent is also required as an edu- 
cational prerequisite for eligibility of 
candidates to enroll for the examina- 
tions. This minimum is recognized 
generally throughout the United 
States in other professional organiza- 
tions. It may be called the United 
States system today. Institutions of 
higher learning, which give most of 
our professional education, also use 
this same requirement. To assume 
less as an educational prerequisite 
is bound to cause an unfavorable 
viewpoint in educational institutions 
of higher learning, as well as in other 
professional circles. 

In preparing for the examinations, 
candidates are strongly urged to take 
them in installments, spread out over 
a four-year period. Those, however, 
who are prepared through previous 
study to take the examinations within 
a shorter period, are permitted to 
do so. 

(4) Character and Administration 
of the Examinations. The examina- 
tions are five in number, of four hours 
each, held over a two and one-half 
day period, once a year, (during the 
second week of June), at some ninety 
degree-conferring universities and col- 
leges throughout the country. The 
subject matter of the curriculum is 
allocated approximately evenly over 
the five examinations. Moreover, the 
examinations: (a) are adapted to the 
professional concept, i.e., are not just 
matter of fact examinations, (b) are 
sufficiently strenuous to measure up 
to the American “degree standard”, 
and (c) are of a character to com- 
mand respect in leading institutions 
of higher learning, as well as in other 
professions. In view of these stand- 
ards, the examinations serve to main- 


(Continued on page 26) 
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Photo by Courtesy of Los Angeles Chamber of Commerce. 


Pictured above is the Biltmore Hotel in Los Angeles, convention headquarters of the 
1941 meeting of the mutuals, 


Los Angeles, Convention City 


HE inherent worth of any na- 
tional convention of the mutu- 
als is sufficient to command a 
large attendance, but when to this 
is added the attraction of Los Angeles 
and Hollywood the popularity of the 
meeting should be considerably in- 
creased, 

November 3, 4, 5 and 6 are the 
dates and the hotel is the Biltmore. 
The program has not been announced, 
but a full calendar of groups meet- 
general sessions, and even 
breakfasts is in the making and, of 
course, a crowded list of entertain- 
ment features. 

Just to whet your appetite for close 
inspection of the charm of California 
we quote the following which is an 
estimate of the West Coast metropo- 
lis, by a native son but tempered, we 
should say, to be well within’ the 
bounds of truth. 

Many, as they catch a first glimpse 
of Los Angeles, think of it as unreal 

an elaborate stage artifice, per- 
haps, or some man-made mirage. 
Such is the “‘Hollywood effect”. And 
Los Angeles often remains imaginary 
in the minds of those who have paid 
it a visit; though for them, of course, 
the vision rests on foundation of ac- 
tuality. 

Variously impressed, one visitor 
may recall best the luxurious hotel 
or colorful mountain or seaside re- 
sort; another the flower-girt cottage 


ings, 





on a quiet street. Some know Los 
Angeles for its glorious climate, for 
its Spanish atmosphere, or for its 
ubiquitous signboards. The auto- 
graph-hunter’s paradise ; a Mecca for 
the artist, artisan and entrepreneur ; 
“all things to all men’ —Los An- 
geles. But to most Angelenos it is, 
like any other town, a place to live 
and to work. 

Geographically, modern Los An- 
geles, the nation’s largest municipal 
area, takes in a score of formerly in- 
dependent communities such as Pasa- 
dena, Hollywood, Beverly Hills, Cul- 
ver City and Santa Monica. Flowing 
out and around its little neighbors, 
the city has ultimately engulfed them 
all, so that today it embraces most 
of the territory between the San 
Gabriel mountains, on the north, and 
the ocean, which it fronts both at 
Santa Monica, to the southwest, and 
at the ports of Wilmington and San 
Pedro, some twenty-five miles due 
south of the Civic Center. The 
greater part of this territorial mush- 
rooming and population growth to a 
million and a quarter has taken place 
since the World War, during the two 
decades which mark Hollywood's 
meteoric climb to fame. 

Supreme in importance though it 
is, the film industry should not be 
permitted to overshadow in one’s es- 
timation the many others which con- 
tribute so fundamentally to the virile 
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economic life of Los Angeles. The 
fifth largest industrial center of the 
country, the metropolis produces 
huge quantities of a variety of other 
goods besides the miles of “cellu- 
loid”’, the sets and the costumes, and 
those more intangible elements of en- 
tertainment that go into the consti- 
tution of a movie. 


S no city has been so effectively 

publicized, consideration of its 
physical aspects — in which are re- 
flected the economic, social and cul- 
tural life of the town — may fittingly 
begin with mention of the Chamber 
of Commerce Building, the handsome 
and imposing edifice where hundreds 
of thousands of visitors each year are 
given a hearty welcome to the “City 
of the Angels”. Then, of course, 
there is the Civic Center, a magnifi- 
cent assemblage of great white build- 
ings which include the City Hall, 
tallest structure in town — the Fed- 
eral and State Buildings, the Hall of 
Justice and the Hall of Records. An- 
other of the city’s architectural tri- 
umphs is the Public Library, espe- 
cially notable for its rotunda. 

Other noteworthy structures in and 
about the city include the Los Angeles 
County General Hospital, whose 
thirty acres of floor space accommo- 
date over 4,000 beds, the Griffith 
Observatory and Planetarium, and 
the California State Exposition Build- 
ing and the County Museum, both in 
Exposition Park, where also stands 
the Coliseum, center of the 1932 
Olympics. 

Nor may the churches of the “City 
of The Angels” be overlooked. Half 
a thousand houses of worship serve 
the religious needs of the city. The 
oldest and perhaps most picturesque 
of these is the so-called mission 
chapel of Our Lady of the Angels, 
usually referred to as the Plaza 
Church. A great many other beauti- 
ful churches, representing every ac- 
tive denomination in the Western 
World and many Oriental sects as 
well, dot the city’s expanse. 

These, then, in rough outline, are 
the physical aspects of Los Angeles 
— the aspects that must inevitably 
serve as the chief focal points in the 
memory of the cursory visitor. The 
throbbing spirit of the city may be 
heard in the whisper of wheels along 
her broad boulevards and in the toll 
of her mission bells, it may be felt 
in contemplation of Gainsborough’s 
“Blue Boy” at the Huntington Gal- 
lery, in the cool of the desert night, 
the lulling warmth of the sand at 
Catalina — in these things and in a 
myriad others that spirit may be sur- 
prised. 
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Prevention and Defense 


(Continued from page 18) 
new fire hazards of materials and 
processes. In the present situation it 
is even more serious because lack of 
customary materials has brought nu- 
merous changes over night. An ex- 
cellent example of this is a plant 
recently inspected by one of our en- 
gineers. Before the defense emer- 
gency this company was making 
machinery which was used in the 
manufacture of certain airplane parts. 
The hazards were those of a metal 
worker and were light. On this last 
inspection it was found that they 
were no longer able to secure the 
metal for their original operations 
and had converted their plant to 
manufacture small airplanes. Pro- 
pellers were made of wood and wings 
and fuselages are made of plywood 
and plastic, the plastic being similar 
to the wing dope of a few years ago. 
Thus from a light hazard metal 
worker the factory changes within 
a few weeks to the very worst type 
of woodworker involving the use of 
highly flammable solvents. It is nec- 
essary for each of you to study the 
changes in your own plants. Get a 
list of all new materials, study their 
fire hazards, and picture all the pos- 
sible fire causes in the processes these 
new materials are subject to. There 
is time here to cover only a few of 
the more prominent new hazards. 
* & * 

ERHAPS the most surprising 

of the newer fire hazards is the 
hazard of metal fires. Most metals 
have been regarded as more or less 
fire-proof materials, although the fire 
hazards of sodium and potassium has 
long been recognized. But recent ex- 
perience shows that almost any metal 
will burn or explode if conditions are 
right, and once burning a metal fire 
is one of the most difficult to control. 
In order to burn, most metals have 
to be in a finely divided state, such 
as machine turnings and chips, and 
they become really dangerous when 
in the form of dust. Magnesium is 
one of the worst offenders and will 
burn even when not finely divided. 
Water is worse than useless on most 
metal fires and its use is positively 
dangerous on quantities of burning 
magnesium. The metals burn at high 
temperatures and it is believed that 
this heat breaks down the water into 
its components, hydrogen and oxygen. 
The result is an explosion as_ the 
hydrogen burns. [Tires in small quan- 
tities of metal can be covered with 
fine dry sand, and there has been 
recently developed a special powder 
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which is said to be particularly ef- 
fective on fires in magnesium. There 
is not any known way of controlling 
a fire in a large quantity of mag- 
nesium powder — the use of a hose 
stream would cause a violent explo- 
sion. If you are faced with such a 
fire, all you can do is isolate it and 
allow it to burn itself out. The use 
of metal powders in industry has in- 
creased recently due to the develop- 
ment of powder metallurgy. It has 
been found that finely divided metal 
powders may be pressed into desired 
shapes and after a moderate heat 
treatment they are as solid as if cast. 
This process eliminates costly ma- 
chining and finishing. Wherever 
metal dusts are produced or used 
special precautions must be taken 
similar to those followed in grain 
elevators, flour mills and other dust- 
producing occupancies. 

During recent years there has been 
a rapid development in the manufac- 
ture of materials from so-called “plas- 
tics”. Steering wheels and many 
gadgets on automobiles, radio cases, 
fountain pen bases, ash trays and hun- 
dreds of other articles are made from 
plastics. Principal among the sources 
are soy beans. These new materials 
are not to be confused with pyroxy- 
lin plastic. This latter is more fa- 
miliarly known as celluloid, is a gun 
cotton derivative, and the finished 
product as well as its manufacture is 
very hazardous. The newer plastics 
are made from finely ground meal, 
such as soy bean meal, and other 
materials as binders and for color. 
The processes are as hazardous as 
the ingredients and you should de- 
termine these in each case. The pow- 
dered ingredients involve a dust ex- 
plosion hazard and the solvents used 
may be highly inflammable materials 
such as acetone. These plastics are 
important now and will be used to an 
even greater extent because of priori- 
ties applying to zinc and other met- 
als which have been used in die-cast- 
ing such articles as automobile door 
handles. Scarcity of aluminum has 
encouraged the use of plywood and 
plastic combinations for airplane 
wings and fuselages. The extra haz- 
ards are practically all in the manu- 
facture and fabrication of these plas- 
tics, and once the articles are formed 
they are no more hazardous than so 
much wood, in fact, they burn some- 
what less easily than wood. 

The defense emergency is also 
bringing about changes in the com- 
position of lacquers, due to inability 
to get some of the oils and solvents 
commonly used. This condition must 
be watched for and the hazard of the 
new materials checked from tables 


of hazardous chemicals. A second 
change noticeable now is an increased 
use of lacquer instead of metal plat- 
ing because of the scarcity of chromi- 
um, zinc, and tin. This may intro- 
duce the lacquer spraying hazard 
into new locations and new plants. 
We know that there are people in 
America who would like to interfere 
with our defense production. Many 
of them are individual foreign sym- 
pathizers ; some may be mental cases 
or have personal motives of revenge 
and any of these may seize an op- 
portunity to start a fire or cause an 
accident. Even more dangerous are 
the trained spies who work under 
the direction of foreign governments 
in their effort to lessen our defense 
production. We can examine briefly 
some of the methods used by sabo- 
teurs and the principles by which they 
operate. The causing of fires is a 
favorite method of interfering with 
production. A fire well started may 
spread to considerable proportions 
and frequently can destroy an entire 
plant. In addition the fire usually 
destroys most, if not all, of the evi- 
dence pointing to the perpetrator. 
Another advantage of fire as a means 
of sabotage is that for a time it dis- 
rupts everything in the vicinity, not 
only in the plant affected, but in the 
neighboring plants as well. Naturally 
the saboteur attempts to make his fire 
appear to be accidental and in many 
cases it is not necessary for him to 
use any special equipment or devices. 
One of the most commonly used 
devices by saboteurs is what has been 
called the incendiary pencil. This con- 
sists of a piece of lead pipe divided 
in the center by a copper disc. On 
one side of the copper disc is a mix- 
ture of sugar and potassium chlorate ; 
on the other side sulphuric acid, and 
then the two ends are sealed up. The 
sulphuric acid eats through the cop- 
per disc and the time that the fire is 
to be set may be regulated by the 
thickness of the copper disc. When 
the sulphuric acid reaches the mix- 
ture of sugar and potassium chlorate 
a chemical reaction takes place and 
an intense flame emerges from the 
pencil. The heat is so intense that 
the lead is melted and all evidence 
of the device is destroyed. These can 
be made in any size and to imitate 
anything from a pencil to a walking 
stick. They may be left in coal bunk- 
ers or other material storage locations. 
There is another type of device 
which apparently was not used ex- 
tensively in the first World War but 
has been developed to a point where 
it might be used now. Essentially this 
consists of paper which has_ been 
(Continued on page 28) 
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The Future of the Insurance 
Business 


Excerpts from an Address 
By ALFRED M. BEST 


PRESIDENT, ALFRED M. BEST COMPANY, 
NEW YORK CITY, N. Y. 
Delivered before the Federation of Insurance 
Counsel, Saranac Lake, N. Y., July 29, 1941 


R. BEST’S views coming 
M from one who has been a 

life-long student of insurance 
are deserving of close attention. 
While his occasional note of pes- 
simism may be challenged by some, 
his estimate of the future of the 
business remains of very lively in- 
terest. 


In the fire insurance field I think 
that one of the most important and 
widespread of current movements is the 
emphasis being placed on educating the 
men who in the future are to run our 
insurance companies and insurance agen- 
cies. All branches in the business have 
become so complex that thorough train- 
ing is vitally necessary if agents and 
companies are adequately to serve the 
public. I think you may reasonably ex- 
pect that in the future there will be 
fewer and better equipped agents, and, 
at the same time, we may expect that 
there will be fewer companies compet- 
ing for the business. The extension 
throughout the country of laws requir- 
ing persons seeking licenses as agents 
or brokers to pass an adequate examina- 
tion should work toward the happy time 
when only really competent agents, de- 
voting all of their time to the insurance 
business, will receive the total commis- 
sion income of the country. There is a 
constant pressure from various sources 
to reduce commissions, in the interest 
of the public, and it is entirely possible 
that the real agents could get along 
with a somewhat lower or different scale 
of commissions if they were not having 
their income depleted by the diversion 
of commissions to the thousands of per- 
sons having an Uncle John who owns 
some property requiring insurance and 
who blossom out as agents or brokers. 
The ridiculous lengths to which this 
silly practice has gone is well illustrated 
by the fact that in New York State 
alone nearly twenty thousand brokers’ 
licenses are outstanding. In connection 
with this question of commissions, the 
requirements of the War Department 
fixing a sliding scale of commissions to 
be allowed on insurance carried under 
cost-plus defense contracts is interest- 
ing and significant. The bigger the pre- 
mium, the smaller the rate of commis- 
sion. Perhaps this situation will exist 
only during the present emergency, but 
it is giving agents a good deal of 
concern, 

| do not look for any substantial in- 
crease in the capitalization of the fire 
Insurance companies for some time to 
come; they are already very strongly 
financed. To illustrate: The San Fran- 
cisco conflagration of 1906 resulted in 
losses sufficient to exhaust the net re- 
sources of many companies, including 


some large ones. Today a loss of equal 
amount could be paid without serious 
damage to surplus. Another interesting 
fact is that in 1906 the surplus position 
of the United States branches of foreign 
companies was low in proportion to the 
volume of their business, but today the 
principal British companies could all pay 
losses as large as those sustained in the 
1906 conflagration and still have plenty 
of surplus left. 


As to the supervision of the business, 
we are getting more and more of that, 
and the general level of State supervision 
is far higher than it was years ago, 
though it still has its weak spots. Prob- 
ably there will be an effort hereafter to 
inject the Federal Government into in- 
surance supervision. This, of course, 
would require that the long line of de- 
cisions, beginning with Paul vs. Vir- 
ginia, which held that insurance was not 
inter-state commerce, be reversed by 
the United States Supreme Court, but 
if Washington really wanted these de- 
cisions scrapped it probably would be 
done. Personally, I am utterly opposed 
to centralization of authority in Wash- 
ington as dangerous to the rights of 
the States and their citizens, and I sin- 
cerely believe that Federal supervision 
of insurance is not necessary and would 
accomplish little even if it were at- 
tempted. It would take many years of 
honest and sincere effort, free from 
political pressure, to build up a Federal 
bureau to supervise the insurance busi- 
ness which could compare in efficiency 
with, for example, the New York Insur- 
ance Department, with its million dollar 
annual budget and its very large staff 
of trained employes, all of who were 
required to pass stiff civil service ex- 
amination before their appointment, and 
who are protected in their jobs by the 
civil service laws. 

To meet changing business condi- 
tions, coverages must be broadened and, 
where possible, simplified. This is diffi- 
cult because of the myriad laws now in 
effect in the various States. For in- 
stance, we sorely need a revision of the 
New York Standard policy form, and 
efforts to get this revision have been 
made continuously for years, without 
success. 

Another change that should, and _ prob- 
ably will, come about is the revision of the 
insurance code to permit one corporation 
(if possessing adequate capital and sur- 
plus) to write all classes of business ex- 
cept life. Nearly all of the company 
groups are now active in both the fire and 
the casualty fields, through separate corpo- 
rations. It would simplify matters and 
reduce expenses if this change could be 
effected, and policyholders would be bene- 
fited if the extremely large surplus funds 
of the fire insurance companies were con- 
solidated with those of the casualty and 
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surety companies. The latter are still not 
nearly so strongly financed as the former, 
though their position has improved tre- 
mendously in the last ten years. 

In the casualty field much of what has 
just been said applies with equal force. 
The rate of growth in the casualty and 
surety branches is very rapid, and likely 
to continue for some time. Some of the 
smaller companies are definitely transact- 
ing too much business in proportion to 
their net resources—an always dangerous 
practice—and I would not be surprised if 
a number of them are forced out of busi- 
ness through inability. to secure needed 
additional funds. An insurance company 
can be “overextended” just as truly as a 
mercantile or manufacturing business. 


e e@ ® 
A QUESTION very frequently asked 


is what the war will do to the in- 
surance companies.*** 

A study of the experience of a cross- 
section of representative fire and casualty 
companies for the twelve years 1912-1923, 
inclusive, was made by my organization. 
That period included two years preceding 
hostilities, the five war years and the five 
years following the war period and cover- 
ing the post-war depression of 1921 to 
1923, inclusive. Net premium writings ot 
both the fire and casualty companies 1n- 
creased in each of the twelve years men- 
tioned except in 1922, when the fire and 
allied premium volume showed a slight 
recession. During the period fire and 
marine premiums increased nearly three- 
fold and casualty and surety premiums 
more than fourfold. The casualty com- 
panies made an underwriting profit in 
each of the twelve years and the fire com- 
panies in all but 1922, when there was a 
small loss. It is a curious and significant 
fact that the domestic fire companies wrote 
in the five years following the war nearly 
twice the premium volume written during 
the war period. The loss ratio on fire- 
marine business remained remarkably 
steady throughout the period. Premium 
volume increased so greatly that the com- 
panies were able to absorb increased ex- 
penses, and, therefore, the expense ratio 
remained fairly constant until 1921, the 
first year of the post-war depression. This 
experience was in marked contrast to that 
in other business activities, which were 
handicapped by a very great increase in 
the expense of operation. 

In the casualty-surety field, also, com- 
bined loss and expense ratios remained 
remarkably steady for the entire twelve 
years, and the averages for the two years 
prior to the first war, the five-year war 
period and the five-year post-war years 
were within one point of each other. 

To summarize: Fire and casualty com- 
panies had excellent results during 
World War I, and, more important, 
they continued to progress right through 
the ensuing post-war slump, except for 
the slight underwriting loss for fire com- 
panies in 1922. Hence, it seems safe to 
assume that unless we have a complete 
economic crack-up all insurance com- 
panies will have about the same expert- 
ence during and immediately after the 
present war. 

Still more amazing is the fact that 
although London and other parts of 
England have suffered from prolonged 
bombing attacks, the life insurance com- 
panies report a very moderate increase 
in death claims; and all classes of Brit- 
ish companies have managed to continue 
operations on an almost normal basis, 
despite unheard-of difficulties. 
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Required Motor Vehicle 
Insurance In N. Y. 


(Continued from page 16) 


refusal of registration or of an oper- 
ator’s license to either of such per- 
sons. Dismissal is permissive on the 
ground, among others, that the in- 
sured or any prospective operator has 
violated the terms of the insurance 
policy (as previously discussed) or 
is engaged in an illegal occupation ; 
as well as when any ground exists, 
or within one year prior thereto has 
existed, for the permissive revocation 
or suspension of registration or of 
operator’s license, under the Vehicle 
and Traffic Law. This enumeration 
is not exhaustive. The Board is given 
broad discretionary powers. 


Two potential dangers are inherent 
in such powers. One is political 
favoritism; the other is an undue 
sympathy for the complainant’s hard- 
luck story. In saying that political 
favoritism is a potential danger I do 
not cast any reflections upon any 
present officials; I merely indicate 
that much depends upon the integrity 
of the officials and their loyalty to 
the ideal of an objective and impar- 
tial exercise of discretion. Those who 
are familiar with the practice of 
“ticket-killing’” which has prevailed 
in some communities may doubt the 
possibility of attaining this ideal, Yet 
this practice has, I believe, been 
greatly reduced in recent years. More- 
over, a state board would be less 
vulnerable to such influences than 
are local police officials and magis- 
trates. I suspect that political influ- 
ence will be less a problem than hard- 
luck stories. 

In saying that undue sympathy for 
the complainant’s hard-luck story is 
the danger, I mean to recognize that 
sympathy for the hardship caused the 
complainant by denying him registra- 
tion is not necessarily an improper 
motivation of the proposed Board’s 
decisions. We must not forget that 
thousands of individuals are depend- 
ent upon their use of the automobile 
in the exercise of their respective vo- 
cations, and that thousands of others 
have become dependent upon it as a 
means of transportation to and from 
work. The motor vehicle has become 
an integral mechanism of our social 
and economic institutions, so much so 
that a future generation, if the supply 
of fuel for the internal combustion 
engine becomes exhausted, may call 
ours “the gasoline age”. To deny an 
individual the privilege of registering 
or operating a car may force him to 
abandon the vocation for which he is 
best fitted, or compel him to live in 
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a congested district closer to his place 
of work. The Board can scarcely fail 
to take cognizance of such hardships. 
Yet if it is clear that the individual 
in question constitutes an exceptional 
hazard to the safety of others, the 
Board should not hesitate to deny 
registration, for the interests of poten- 
tial victims and the interest of other 
policyholders whose premiums will 
be increased, outweigh the hard-luck 
of the individual complainant. 

The inference that a_ particular 
complainant will create an exceptional 
hazard will in many cases be far from 
clear; the traffic violations of which 
he has been convicted or the acci- 
dents in which he has been involved 
will be ascribed by him to “hard 
luck” rather than to his persistent 
characteristics. Here the exercise of 
discretion will involve the subtle bal- 
ancing of the relative certainty of 
one individual’s hardship against the 
degree of probability of hardship to 
others. There is nothing new in the 
making of administrative decisions 
upon “intuition more subtle than any 
articulate major premise.”!% The 
quality of such decisions will depend 
in large part upon the personnel; it 
will also depend, in part, upon the 
adequacy of the Board’s fact-finding 
procedure and upon judicial review. 
These two factors have a direct bear- 
ing on another, the time factor. 


The Time Factor 


The time required for the Board to 
arrive at a just determination of the 
complainant’s right to have insurance 
creates serious administrative difficul- 
ties. The proposed New York law 
gives the insurance companies (act- 
ing through the assigned risk Bureau, 
as explained below) ten days in which 
to decide whether to issue a policy to 
the complainant or :to contest his 
claim to be insured.!9 The proposed 
bill calls upon the Board to schedule 
a hearing on every contested case 
“as speedily as possible”, and to 
notify the parties at least ten days in 
advance of the hearing. The Board 
is required to announce its decision 
within ten days after the hearing. 
Except in the case of a notice of can- 
cellation, the insurers are given ten 
days in which to issue a policy after 
the Board decides the complainant 
is entitled to a policy, Adding up these 
periods, we get a total of at least 
thirty to forty days between the time 
when the complainant files his com- 
plaint and the time when a policy is 
to be issued. In fact, in the case of 
a contested claim the delay will be 
much longer, for the statute does not 
18Holmes, Jr., in Lochner v. New York, 198 
U. S. 45, 76. 


19Sec. 94-e, subsections 6, 7 (Hampton Bill of 
1941, supra, note 5). 


prescribe how “speedily” the hearing 
shall be held after the notice of con- 
test is filed. To a motorist who needs 
the use of his car it will be a serious 
hardship if he is required to wait 
from thirty to ninety days before he 
can obtain license plates for it. 


The decision of the Board, either 
favorable or unfavorable to the com- 
plainant, is not final. The proposed 
law gives either party a right to judi- 
cial review by a certiorari proceed- 
ing in the Supreme Court of New 
York.2° From that court further ap- 
peals to two higher state courts are 
theoretically possible, though very un- 
likely. 

The Massachusetts experience may 
throw some light upon the frequency 
with which complaints will be 
brought before the Board, though 
there are important differences. In 
that state the figures for 1930-1939 
show a total of more than 35,000 
complaints arising from cancellations 
and more than 15,000 complaints aris- 
ing from refusals — a total of about 
50,000 over a ten-year period.21 The 
numbers for individual years were 
not constant, however, and showed a 
surprising tendency to increase in the 
later years. Thus in 1939 there were 
5,283 complaints of cancellation, in- 
itiated or pending at the end of the 
year, and 4,290 complaints of refusal, 
an aggregate nearly double the aver- 
age for the ten-year period. The num- 
ber of judicial appeals, however, de- 
creased from 291 in 1937 to 116 in 
1939. During this period forty-eight 
per cent of the judicial appeals re- 
sulted in affirmance as against thirty- 
eight per cent in reversal. Thus the 
Massachusetts Board fared well in 
its decisions. 

Over the ten-year period the in- 
surers continued or issued policies 
in approximately one-half the cases 
brought before the Massachusetts 
Board. In one-third the action of the 
insurer (in refusing a new policy or 
in cancelling an outstanding one) was 
sustained. The remainder were dis- 
posed of in other ways. The per- 
centage of cases involving a formal 
hearing is not given. In thirty-six per 
cent of the cancellation cases and 
thirty-nine per cent of the refusal 
cases, the insurance company rein- 
stated or issued in advance of a 
hearing. 


From these figures it might be esti- 
mated that New York would have 
twenty thousand or more complaints 
annually under the proposed law, 
of which about half would require 

20Same, subsec. 15. 

21The figures in this paragraph and the next 
are taken from a release compiled in May, 1940 
by Prof. Ralph H. Blanchard of Columbia Uni 


versity, to whom I am indebted for the use o! 
these figures. 








ee a a a a 7 


a ee a a 


= - wm © fF =—@-+ mm . Ye TP ee Ou 














determination. Such a burden would 
be beyond the capacity of the Board 
unless a large staff of trial examiners 
were employed, and even then the 
Board would have a crowded sched- 
ule of complaints. Two factors of 
difference, however, will greatly re- 
duce the number of complaints to be 
heard by the Board. One is the pro- 
vision in the proposed New York law 
permitting the insurer to make a sur- 
charge for exceptional hazards. In 
Massachusetts the insurer was re- 
quired to accept at normal rates or 
not at all. Offered the alternative of 
paying a higher premium, the appli- 
cant would ordinarily prefer this to 
the uncertainties of an administrative 
order. The other factor is the As- 
signed Risk Bureau, which can oper- 
ate to assign risks before, as well as 
after, a complaint is filed. 


The Assigned Risk Bureau 


HE proposed New York law 

takes advantage of the assigned 
risk plan inaugurated in Massachu- 
setts in December, 1939. Under this 
plan a central office, established and 
maintained by the stock and mutual 
insurance companies authorized to do 
motor vehicle liability insurance, as- 
signs rejected risks to the various 
companies in proportion to their re- 
spective premium volume. The pro- 
posed New York law requires every 
insurer (with minor exceptions ) 
which is authorized to write such in- 
surance to join in maintaining such 
an Assigned Risk Bureau and to ac- 
cept risks assigned to it by the Bu- 
reau.22 The manager of the Bureau 
is made the nominal defendant in all 
complaints before the Board. Thus 
in lieu of imposing on each insurer 
individually a duty to insure all 
“reasonable” risks (as in the case of 
a public utility) the statute avoids 
possible burdensome damage suits for 
refusal to insure by postponing the 
inception of the duty until after the 
Board has determined that the com- 
plainant is entitled to insurance. 


The Assigned Risk Bureau, like 
rating organizations, is to be a quasi- 
public body, organized and main- 
tained by private corporations but 
subject to supervision and regulation 
by the Superintendent of Insurance. 
The Bureau can bring about an 
equitable distribution among insurers, 
in advance of the filing of a complaint, 
of those risks which insurers regard 
as of doubtful insurability at ordinary 
rates. Through it a good many of 
the administrative difficulties of com- 
pulsory insurance can be minimized. 





22Proposed sec. 328-a of the Insurance Bill 
(supra, note 5). 
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The Question of Rates 

Underlying most of the problems 
of compulsory automobile insurance 
is the question of rates, the most con- 
troversial question of all. The Mas- 
sachusetts experience does not indi- 
cate that compulsory insurance has 
had any effect whatever on the acci- 
dent rate in Massachusetts; but it 
has materially increased claim fre- 
quency and average loss cost per car, 
as compared with the remainder of 
the United States.2% Automobile lia- 
bility insurance rates have increased 
in Massachusetts from 1927 to 1941 
by about forty per cent; but as com- 
pared with the rates of 1926 (the 
last year before the compulsory insur- 
ance law became effective) the in- 
crease is only about eighteen per cent, 
which is less than the corresponding 
increase in a few other states but 
more than in most of them, 


Let us assume that the inaugura- 
tion of compulsory insurance in New 
York (or in any other state) will be 
followed by a material increase in 
insurance rates.*4 In part. this in- 
crease may be due to the influx of 
sub-normal drivers into the class of 
policyholders. In large part it will 
be due to the increase in claim fre- 
quency. When the injured party 
knows that the motorist has insur- 
ance, he presses claims which would 
otherwise be dropped. No doubt 
some of these claims are false or ex- 
aggerated ; but a large proportion of 
them must be genuine claims which, 
without compulsory insurance, would 
go wholly or substantially uncompen- 
sated. The Compensation study?° re- 
vealed that the more serious the per- 
sonal injury, the more likely it was 
to be inadequately compensated. Thus 
the additional premiums, if any, col- 
lected from policyholders would not 
go down the drain. They would be 
used to compensate unfortunate vic- 
tims of the automobile who would 
otherwise have to bear their burdens 
alone or to transfer them to public 
or private charity. The motor-ve- 
hicle is not paying its way as long 
as it leaves any of its victims without 
reasonable compensation for their in- 
juries. The problem of compulsory 
automobile insurance is thus a prob- 
lem of social justice. The American 
motorist will have eventually to make 
his fair contribution to a reasonable 
solution of the problem. 


28See a summary of the Massachusetts experi- 
ence by Prof. Blanchard in the Annual Insur- 
ance Issue of the Chicago Journal of Commerce, 
Jan. 24, 1941. 

24The proposed New York law makes no 
change in the present New York provisions as 
to control of rates, which are made by rating 
bureaus subject to the supervisory power of the 
Superintendent of Insurance. 

25Supra, note 1. 
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Editorial 


(Continued from page 6) 


proposes that, coincidentally with the 
amendment of Section 207 (c) (3), Sec- 
tion 207 (a), which fixes the rate of 
tax upon commercial mutual insurance 
companies, other than life and marine, 
be amended so as to provide that such 
a company be allowed a credit of $100,- 
against net income. 

“Surely the allowance of such a gen- 
erous credit will provide more than 
ample protection for the local mutuals. 
And to the end that no commercial 
mutuals be permitted to come within 
the provisions of Section 101 (11) of the 
Code, we further suggest that such sub- 
section be amended to provide clearly 
that no company with a net income in 
excess of $100,000 shall be exempted 
thereunder.” 

eee 


OW if this were the first time 

that Mr. Murphy had jumped 
to his feet to present an argument 
against some aspect of mutual insur- 
ance, such a statement could be taken 
in stride, and it would not be neces- 
sary to feel very sorry for him. The 
quoted argument might go over quite 
well at a meeting of stock insurance 
agents, and its presentation to an im- 
portant committee of the United 
States Senate might be put down 
either to naivete or to desperation. It 
is unfortunate, therefore, that Mr. 
Murphy has so often expressed his 
sentiments concerning mutual insur- 
ance in the past that he now finds 
himself in something of a predica- 
ment. 

His recent public life has been de- 
voted to spreading the gospel that 
mutual insurance companies are at- 
tempting to undermine the profit mo- 
tive, and one may well believe that 
the man has enough self-interest 
about him that he was talking against 
the mutual insurance companies 
which compete with his organization’s 
members. Yet to the Finance Com- 
mittee of the United States Senate 
he asserted that, far from attempting 
to undermine the profit motive, the 
“commercial national” mutual casu- 
alty insurance companies seek prof- 
its just as the ‘stock companies do. 
When selling his bill of goods to 
Senators he infers that the “truly 
mutual” companies which sell insur- 
ance at cost should not be subject to 
income taxes, although it has been 
upon this very point that “truly 
mutual” companies are undermining 
American business that his message 
of recent years has been based. 

But, as was noted above, the ex- 
ecutives of the stock insurance high 
command are extremely cynical fel- 
lows. Doubtless they felt it was not 
up to them to advise their mouthpiece 
that he was arguing against himself, 
but that it was enough to have their 
message delivered. 
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Proposed Insurance College 
(Continued from page 20) 

tain standards of preparation on a 

high level. 

In all important respects, the stand- 
ard of grading compares favorably 
with the practices followed in other 
professional examinations. All exam- 
inations are graded by a duly constt- 
tuted board of graders. A passing 
grade of 70 per cent is used, and 
all reaching this grade in any exami- 
nation are passed. The examination 
set up is such that all names of can- 
didates are unknown to the graders, 
and every effort is made in the inter- 
est of impartiality in grading, reason- 
able strictness, and competency of 
the graders. 

In addition to the passing of all of 
the examinations, the College also 
applies a three-year experience factor 
before the designation is awarded. 
Other professions use a prescribed 
period of satisfactory practical ex- 
perience in the calling before allowing 
attainment of the designation. To the 
public, this experience factor means 
an added assurance of fitness and 
permanency. 

(5) Attainment of the Professional 
Education. The work of instruction 
is conducted either at universities or 
colleges, or through the medium of 
approved private study groups. Most 
other professions require attendance 
at some recognized institution of 
learning. But this is difficult, and 
probably also unjust, to require at 
this time in the field of insurance. 
Moreover, in certain other callings, 
like accounting and actuarial science, 
there is no absolute insistence upon 
preparation in an institution of higher 
learning. Such insistence would be 
regarded as unjust by many able men 
now practicing in insurance, who 
would like to undertake the examina- 
tions. Again, the requirement is not 
so essential if the examinations are 
thorough and comprehensive. Organ- 
ized study in higher institutions of 
learning should be encouraged and 
gradually developed, but well-organ- 
ized study groups should be allowed, 
with the understanding that the cen- 
tral organization (the College) will 
have charge of the organization of 
the groups and the guidance of the 
teaching. Where, however, private 
study groups are in operation, the 
College is making every effort to have 
the education diverted to institutions 
of higher learning as soon as condi- 
tions permit. 

(6) Basis for the C.L.U. Award. 
Completion of the examinations and 
the three-year vocational experience 
factor, assuming good moral charac- 
ter, entitles the candidate to his desig- 
nation. Only one designation can be 
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used (namely, the C.L.U. designa- 
tion), and there may be no honorary 
designations of any kind, nor may 
there be any arrangements for ex- 
emptions or exceptions of any kind. 
The only designation awarded is an 
earned one, secured by all holders 
in exactly the same manner and 
along the line of standards previously 
explained. The C.L.U. movement is 
intended essentially for the younger 
generation. It is for the institutional 
good. No one is barred, but there 
can be no discrimination by way of 
exceptions or honorary designations. 
ee ee 
Additional Services Rendered by 
the C.L.U. Program 

HE foregoing account shows 

how the American College of 
Life Underwriters serves as (1) a 
unifying force educationally through- 
out the nation, (2) a medium for the 
formulation of educational standards, 
and the promulgation of a compre- 
hensive course of study which in- 
cludes all of the business subjects 
closely allied with life insurance, (3) 
a means of creating texts and other 
educational material, and (4) an 
agency which cooperates nationally, 
as a central organization, with uni- 
versities and colleges, thus stimulat- 
ing them to improve their insurance 
courses and to give the insurance 
institution the benefit of their exist- 
ing capital and their teaching facul- 
ties. But aside from these funda- 
mental objectives, several other ad- 
vantages of the program have be- 
come outstandingly apparent to the 
life insurance business. And all of 
these advantages would benefit equal- 
ly well the property and casualty 
branches, if they were to undertake 
a similar movement. Briefly stated, 
these advantages are; 

(1) The plan gives to the com- 
mendably ambitious an ideal to strive 
for. It soon becomes the talk of the 
younger generation in the vocation, 
and soon proves to be an energizing 
force in the calling. Practically every 
accountant wishes to be a C.P.A. and 
cherishes that hope, although the 
great majority may never reach the 
full goal. So in life insurance, also, 
the C.L.U. movement is a primary 
subject of current discussion, and am- 
bitious practitioners everywhere are 
showing an ever increasing desire to 
acquire the designation, as an evi- 
dence of having met the rigid tests 
involved. 

(2) It adds materially to the dig- 
nity of the insurance calling. It is 
distinctly a vital part of a good pub- 
lic relations program in that it in- 
creases the confidence of the buying 
public in the practitioners of the call- 
ing. Beyond question, the plan aids 


greatly in the rendering of good de- 
pendable service to the public. 

(3) It places insurance on the na- 
tional educational map with universi- 
ties and colleges, a factor of supreme 
importance. In this connection the 
C.L.U. program has led to an im- 
mense increase in the number of in- 
surance courses given, and to the 
improvement of those courses, as 
well as the teachers giving the same. 
The value of the American College’s 
cooperation with universities and col- 
leges is generally recognized. For 
life insurance the College has made 
for friendship in educational circles, 
and has placed the subject on a par- 
ity, as regards dignity and need, with 
other business subjects now so gen- 
erally recognized in a collegiate busi- 
ness school’s curriculum. 

(4) It has led to the establishment 
of numerous survey courses in uni- 
versities and colleges for the lay stu- 
dent who desires a fairly comprehen- 
sive knowledge of the principles and 
services of insurance, but who does 
not intend to enter insurance as a 
business. The importance of this fac- 
tor can not be overemphasized as 
indirect selling, and as a means of 
public friendship and support. Year 
after year thousands of graduates 
who have had such survey courses 
go back to their respective communi- 
ties to become leaders in business, in 
educational circles, in the newspaper 
and journalistic field, in church and 
civic organizations, in the professions, 
in legislative halls, etc. They go back 
as friends of insurance, with an un- 
derstanding of its principles and its 
great mission. And as friends they 
will defend its welfare wherever and 
whenever necessary. 

(5) It has also led to other big 
movements vital to the insurance busi- 
ness. Thus it is having a profound 
effect upon the basis of selecting new 
personnel for the insurance calling. 
It is favorably affecting the progress 
of intermediate insurance education, 
until today the business of life insur- 
ance is considering the formulation, 
on a national scale, of an intermediate 
plan of education designed to be a 
feeder into the C.L.U. program. It 
is also doing much to change favor- 
ably the outlook of employers with 
respect to the training and future wel- 
fare of their employes. 

& * e 
Growth of the C.L.U. Movement 


DESCRIPTION of the Amer- 

ican College of Life Under- 
writers would not be complete with- 
out a brief statement of its remark- 
able growth during the fourteen 
years of its operation. The numeri- 
cal growth indicates not only the suc- 
cess of the whole plan, but is also evi- 
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dence of a realization, by leaders in 
the life insurance business, of the ad- 
vantages and services claimed for the 
College. 

Although the C.L.U. program has 
only functioned actively since 1928, 
and for about half of this time dur- 
ing a period of severe business de- 
pression, nearly 1900 have already 
qualified as Chartered Life Under- 
writers, (including this year’s quota 
of candidates, who will have the 
designation conferred on September 
18 next). At the close of this year’s 
examinations, 2057 have completed 
all of the examinations, although 
some still must complete their three- 
year experience record to receive the 
award. Moreover, 3043 additional 
candidates have credit for one or 
more of the examinations taken, 
namely, 1081 for one examination, 
1107 for two examinations, 588 for 
three examinations, and 267 for four 
examinations. In other words, 5100 
candidates have completed all or a 
part of the examinations. The total 
number of applicants approved to 
date to take the examinations is 6720. 
Judging from our correspondence, it 
also appears that at least another 
4000 have undertaken the course of 
study. Many of these probably never 
contemplate taking the examinations, 
yet obtain great good from a pursuit 
of the course of study. 

This year, 1616 candidates took 
2524 examinations at 90 universities 
and colleges serving as examination 
centers. These candidates were asso- 
ciated with 89 different companies, 
and represent 330 cities and towns, 
in 44 states, the District of Columbia, 
and Hawaii. It may be added that 
1715 of the examinations were passed 
this year. Preparation for this year’s 
examinations was undertaken through 
the medium of 157 study groups, 56 
of which were under the auspices of 
universities and colleges, 66 under 
the auspices of life underwriters’ as- 
sociations and local C.L.U. chapters, 
and 35 under the auspices of Home 
Offices or life insurance agencies. The 
combined enrollment of these study 
groups was 2159, and nearly one-half 
of this enrollment was in groups con- 
ducted under the auspices of universi- 
ties and colleges. It may be added 
that approximately one-half of the 
existing Chartered Life Underwrit- 
ers are in managerial or supervisory 
work, a situation which will greatly 
augment the future spread of the 
movement to an ever increasing per- 
sonnel. 

The number of cooperating uni- 
versities and colleges is also growing 
remarkably. In 1929 twelve institu- 
tions of higher learning had signified 
their intention to give all, or substan- 
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tially all, of the courses comprised 
within the C.L.U. program. Since 
that time, 69 additional universities 
and colleges have been added to the 
list, making a total of 81 at the pres- 
ent time. 

Company cooperation in the fur- 
therance of the movement is also very 
gratifying. Ninety-nine life insurance 
companies, representing 95 per cent 
of all outstanding life insurance, con- 
tribute annually over $33,000 to the 
support of the College. Under this 
contributory plan, all of these com- 
panies pay one-half of the registra- 
tion and examination fees of their 
candidates. Thirty-seven companies, 
however, refund all of the examina- 
tion fees to their candidates ; 41 com- 
panies provide circulating libraries 
with respect to C.L.U. texts ; 80 com- 
panies give publicity recognition to 
their successful candidates; and 34 
companies have so arranged their 
educational program that it will even- 
tually lead to the C.L.U. designation 
as a final goal. 

Holders of the C.L.U. designation 
are allowed to organize themselves 
into local C.L.U. chapters, and today 
there are already 43 chapters in that 
many cities. In due course, there will 
be a chapter in every city of conse- 
quence. These local chapters are fed- 
erated into an “American Society of 
Chartered Life Underwriters’, the 
declared purposes of which are: 

(1) To advance in every legitimate 
way the higher education of those 
engaged in the profession of life in- 
surance, and students who contem- 
plate entering the career of profes- 
sional life underwriter. 

(2) To maintain at all times the 
dignity and high professional stand- 
ards that properly attach to the Char- 
tered Life Underwriter designation. 

(3) To cooperate with the Amer- 
ican College of Life Underwriters in 
extending its influence and educa- 
tional program among the universities 
and colleges of America. 

(4) To bring into social and 
friendly relations those engaged in 
the profession of life insurance who 
have acquired the C.L.U. desig- 
nation. 

The local chapters control the elec- 
tion of their membership. They also 
have charge of the disciplining of 
their members. In this respect they 
will serve increasingly the same pur- 
pose that is customarily exercised by 
the legal bar or by a local medical 
association. @ @ @® 

The C.L.U. Program Readily 

Adaptable to the Property and 

Casualty Insurance Fields 
LI. that has been done in life 
insurance can readily be dupli- 
cated in property and casualty insur- 
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ance under the auspices of an “Amer- 
ican College of Property and Casualty 
Underwriters”. The committee of 
educators, which recommended this 
plan on May 16, did so in the belief 
that the property and casualty insur- 
ance callings are inherently profes- 
sional from every vital standpoint. 
They meet all the vital elements of 
the professional concept, ie., (1) 
they are inherently noble and abso- 
lutely necessary to the general wel- 
fare of the community, (2) involve a 
utility to clients which reflects an 
obligation to serve efficiently and un- 
selfishly, (3) comprise a science of 
substantial learning, involving a very 
considerable educational and experi- 
ence effort, and requiring expertness 
in daily service, and (4) represent a 
service of such character as to re- 
quire of their practitioners emphasis 
upon a high “code of ethics and 
practice’. 

The proposed plan affords the ad- 
vantage of starting from the begin- 
ning with the wealth of accumulated 
experience already gained from the 
fourteen years of operation of the 
American College of Life Underwrit- 
ers, thus avoiding at the very start 
a great deal of formative experi- 
mentation. Practically all of the legal 
phases, with respect to incorporation 
of the College, protection from taxes, 
protection of the designation in the 
several states, protection of the desig- 
nation from misuse by holders there- 
of, etc., have their counterpart and 
solution in the C.L.U. movement. 
The work of establishing examina- 
tion centers at universities and col- 
leges throughout the country, as well 
as the securing of cooperation from 
universities and colleges in the giving 
of instruction, has also progressed 
to a retharkable degree, and will be 
available to the property and casualty 
branches of insurance. In fact, from 
a financial standpoint, much saving 
could be accomplished if the property 
and casualty examinations were held 
at the same time as the C.L.U. exam- 
inations are given, at the same ex- 
amination centers and with the same 
examination proctors, the total cost 
being prorated on the basis of the 
number of examinees belonging to 
each of the two colleges. This would 
avoid a duplicated cost, and would be 
particularly favorable to the proposed 
new college in the formative years 
of its growth when candidates for 
examination are necessarily much 
smaller than the number now appear- 
ing for the C.L.U. examinations. 

Many problems will necessarily 
arise, but nearly all will be similar 
to those already encountered by the 
American College of Life Underwrit- 
ers, and which were solved by that 
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organization as they arose. The man- 
agement of the American College of 
Life Underwriters will gladly make 
available all of its solutions. It stands 
ready to aid always by way of sug- 
gestion or recommendation, or by the 
furnishing of information. The pro- 
posed new college should, therefore, 
start much more easily, be assured of 
a much more rapid progress, and be 
safeguarded against the handicap of 
possible errors. I feel confident that 
the suggested American College of 
Property and Casualty Underwriters 
will be welcomed by educational in- 
stitutions everywhere because the 
American College of Life Underwrit- 
ers has already been welcomed, 

The Curriculum. This is a very 
important question, and probably the 
most difficult to agree upon. It is 
here that opinions may differ, and the 
ideas of any one or a few individuals 
should not necessarily prevail. It is 
a matter for conference determina- 
tion. A large Committee on Cur- 
riculum and Educational Procedure 
has already been appointed, consist- 
ing of ten company and agency or- 
ganization representatives, plus nine 
additional members who have had 
abundant experience as teachers of 
insurance in the property and casu- 
alty fields. This Committee will give 
careful consideration to the subject 
with respect, on the one hand, to the 
special text material relating respec- 
tively to fire insurance, casualty in- 
surance, marine insurance, and surety 
bonding, and, on the other hand, to 
the required group of allied subjects 
vital and common to all of these 
branches of insurance. When the 
plan of study is perfected by this 
Committee, it will be submitted to 
the entire group of representatives 
who approved the proposed collegiate 
plan on May 16. The proposed plan, 
it should be emphasized, will in no 
sense Oppose any existing courses of 
instruction or any existing educa- 
tional organizations, On the contrary, 
such existing courses may be most 
useful in preparing candidates. Pos- 
sibly they may fit directly into the 
picture, and thus be most helpful. 


Adoption of the recommended plan, 
I am confident, will soon cause lead- 
ers in the property and casualty in- 
surance fields to become conscious of 
the realization of three outstanding 
objectives, all designed to enhance 
the dignity of the calling, and to fur- 
ther a high and lasting professional 
concept, namely, (1) universities and 
colleges throughout the nation would 
be induced to make available proper 
instruction for those who are con- 
templating entering the calling, or 
who are already engaged therein, (2) 
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courses in property and casualty in- 
surance would be started far and wide 
in universities and colleges for the 
lay student, so that the subject would 
become adequately represented in the 
nation’s educational curriculum, just 
as are so many other business sub- 
jects, and (3) an objective is pro- 
vided toward which all who are com- 
mendably ambitious may aim, with 
the feeling that the effort constitutes 
a real investment for the future. 








Prevention and Defense 


(Continued from page 22 


treated so that it will ignite spontan- 
eously after being exposed to the air 
for a certain length of time. Appar- 
ently it is the plan of warring na- 
tions to drop from airplanes printed 
leaflets that have been so treated with 
the thought that people would pick 
them up and take them into their 
homes or factories where fire will be 
started some time later. They can 
also be dropped onto fields of grain 
or dry grass to start field and forest 
fires. The same thing could be used 
by the saboteur and such paper could 
be dropped into a waste backet or 
pile of trash by a workman or by a 
visitor in a plant. From these two 
examples, it may seem that it is im- 
possible to predict the method that an 
individual saboteur might take to set 
fire to a plant. Precautionary meth- 
ods to prevent sabotage by a fire must 
follow certain other principles rather 
than to try to anticipate individual 
attempts. 
a * . 


HE first and most important 
principle in combating sabotage 
is to follow all of the established rules 
of fire prevention and fire protec- 
tion. The first rule is that of clean- 
liness. If trash and rubbish are re- 
moved immediately from the prem- 
ises and safely handled, there will 
be no opportunity for anyone to ig- 
nite it. In general, the first rule of 
prevention of sabotage is to prevent 
the accumulation of any material that 
might easily be set on fire. 
Secondly, it is important to see 
that all fire protection devices are 
properly maintained. Naturally, any- 
one interested in setting fire would 
also attempt to damage or destroy 
the fire protection devices. Chemical 
extinguishers may be unloaded or 
even filled with inflammable liquids ; 
fire hose may be cut; valves shut off. 
Many plants that are engaged in de- 
fense work have a daily or even twice 
daily check made of all sprinklers 
and water supply valves, hose, and 
connections and fire extinguishers. 





Certainly if any plant has defense 
orders, such a check should be made 
at least once each week and a daily 
check is strongly recommended. The 
most effective means of insuring the 
proper maintenance of sprinklers and 
other control valves is by a super- 
visory system which reports to a 
central station just as soon as a valve 
is tampered with. All large cities 
have such supervisory service avail- 
able and any important plant should 
seriously consider protecting their 
equipment in that way. 


Another important precaution to 
prevent sabotage of course is proper 
control of plant employes. All em- 
ployes should be thoroughly investi- 
gated to make sure they are loyal 
Americans and they should be given 
passes to be used when entering the 
plant. No one should be permitted 
in the plant except on business. Good 
fences and proper lighting at night 
are useful to prevent unauthorized 
persons from approaching and enter- 
ing buildings. When defense work 
is in progress, it is best to keep all 
employes within their own sections of 
the plant and not permit them to 
have the general run of the building. 
It is also wise to have locker rooms 
in each division so that there will be 
no excuse for them to visit any other 
section than their own part of the 
plant. These lockers should be segre- 
gated from the production areas. A 
favorite device of saboteurs is to leave 
some fire-making device in the locker 
room, either in his own locker or 
that of another employe. If the locker 
rooms are cut off by standard fire 
walls and fire doors, a fire in the 
locker room will not interfere with 
production. 


This problem of sabotage by fire is 
one that does not need to be feared 
in ordinary times, but is brought 
about by the war in Europe and our 
defense efforts in supporting the 
Allies. It cannot be too strongly em- 
phasized, however, that the work of 
the saboteur will be extremely diff- 
cult in any plant that is properly or- 
ganized and active in its regular fire 
prevention and fire protection activ- 
ities. Should a fire occur that has 
indications of sabotage, all the sur- 
rounding evidence should be care- 
fully preserved for the proper author- 
ities. Suspicious actions of plant per- 
sonnel and strangers or _ visitors 
should be observed. The detection of 
sabotage and trailing of spies is a 
highly specialized job and should not 
be undertaken by amateurs. The Fed- 
eral Bureau of Investigation should 
be notified at once in any case where 
there appears to be sabotage in con- 
nection with defense activity. 














(IN 1929 HE WAS CURIOUS) 








TODAY HE’S INSISTENT! 


The policyholder of 1929 was just mildly curious To purchase highest grade bonds. 
about how his insurance company invested his To diversify issues purchased. 


money. Today he knows that the very essence of 
his protection depends upon how that money is 
handled. He’s insistent on safe insurance. 


To purchase no stocks. 


Any one of our full-time direct representatives will 
be proud to show you a list of our bond holdings, 


The Hardware Mutuals consider premiums paid or write directly to any of the three companies. No 
by their policyholders as trust funds to be invested obligation. 


in such a manner as to assure pay- 
ment of every fire or casualty loss 
whether it arises now or in ten, fif- 
teen, or twenty years. 


The investment policy which pro- 
tects the sound financial stability of 
the Hardware Mutuals is: 


To invest for interest income only, 
not for speculative profits. 





FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wisconsin 
Minnesota Implement Mutual Fire Insurance Company, Home Office, Owatonna, Minnesota 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office. Stevens Point, Wisconsin 





Saving Lives 
FOR AMERICA 


Mutual insurance pioneered in saving prop- 
erty and saving lives through the prevention of 


fires and accidents. 


Now that America is engaged in a great 
national effort of production, effective accident 
and fire prevention is more necessary than ever 
before. That the teachings of mutual insurance 
are playing an important part in this effort is 


self-evident. 


Lumbermens is gratified by the place its own 
accident-prevention pioneering has made in 
mutual history. The “NOT OVER 50” Club 
and the Kemper Foundation for Police Traffic 
Training are but two of “*L-M-C”’’s contribu- 
tions which are doing a lot to save lives for 


America. 


A rush job, loaded with dangers, a vast pro- 
ject sprawled over hundreds of acres. Lum- 
bermens put its engineers on horseback and 
they moved quickly ... here ...there ... 
carelessness was eliminated ... sly dangers 


removed ... accidents held to a minimum. 


Lumberm 


MUTUAL CASUALTY COMPANY 


JAMES S. KEMPER, President Home Office: Mutual Insurance Building, Chicago 
Operating in New York as (American) Lumbermens Mutual Casualty Company of Illinois 


PHILADELPHIA: 12 South 12th Street BOSTON: 260 Tremont Street SYRACUSE: Syracuse Building 
LOS ANGELES: Rives-Strong Building SAN FRANCISCO: Russ Building TORONTO: Concourse Building 
ATLANTA: 22 Marietta Street Building 

















